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PROVINCIAL AFFAIRS 


HU JIWEI ON INVIGORATING PRODUCTION IN ENTERPRISES 
HK300922 Beijing ZHONGGUO XINWEN SHO in Chinese 1429 GMT 29 Mar 87 
[Report: “Hu Jiwei Talks About Invigorating Enterprises" ] 


[Text] Beijing, 29 Mar (CHONGCGUO XINWEN SHE)--Invigorating the enterprises 

is the central link in China's economic structural reform. A major task in 
this year's economic structural reform is to invigorate the large and medium- 
sized enterprises owned by the whole people. Hu Jiwei, a NPA deputy, said 

at the group discussion meeting of the Sichuan provincial delegation that in 
order to invigorate the large and medium-sized enterprises, it is crucially 
important that the upper departments in charge really delegate decision-making 
power to the enterprises and that the party organizations in enterprises hand 
the business decision-making power to the factory directors. 


In China, the large and medium-sized enterprises under the whole people 
ownership form the lifeblood of the national economy, and they are the main 
body to execute the state's mandatory plans and to make contributions to the 
state's revenues. Hu Jiwei said that only by invigorating these enterprises 
can the overall national economy become vigorous and can the socialist com- 
modity economy be developed smoothly. 


In China, some small enterprises have become dynamic in their business through 
the adoption of such methods of leasing and contracting, but the large and 
medium-sized enterprises are still not dynamic enough. Hu Jiwei said that the 
reason was that both the internal and external conditions of the enterprises 
have yet to be further improved. 


In the aspect of improving the external conditions of the enterprises, Hu Jiwei 
said that this should mainly be done through seriously implementing the State 
Council's stipulations on delegating more powers to the enterprises. He said 
that although the central authorities have issued repeated orders and instruc- 
tions on delegating more powers to the enterprises, the work in this aspect 
still faces great resistance, and the instructions and policies have not 

been really put into practice. In some localities, only some minor powers are 
delegated to the enterprises, with the most important power, production 
planning and arrangement, being withheld from the enterprises. 








Hu Jiwei said that the enterprises’ internal conditions should be improved 
through the adoption of the factory manager responsibility system. 


The enterprise leadership system in China, for a long time in the past, was the 
so-called factory manager responsibility system under the leadership of the 
committee. Hu Jiwei held that it would be a major change to substitute the 
old system under the party committee leadership to the new factory manager 
responsibility system. This will change the disorderly situation in past 
enterprise management, when all powers were held by the party committee and 
the factory director was not able to direct production. 


Hu Jiwei said that the party's leadership over the enterprises is a concept 

that should be distinguished f om the enterprise party organization's leader- 
ship over the enterprise, and an economic organization and a political organiza- 
tion must not be confused. After transferring the power for business operation 
decision-making to the factory director, tie party committee should mainly 
concentrate on mobilizing the masses to fulfill the tasks of the enterprise 

and supervising the factory director's implementation of the party's policies. 
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PROVINCIAL AFFAIRS 


GANSU GOVERNOR ADDRESSES FINANCIAL WORK MEETING 
HKO40741 Lanzhou Gansu Provincial Service in Mandarin 1100 GMT 3 Mar 87 


[Excerpts] In his speech at today’s provin’ il conference on fisuencial work, 
provincial Governor Jia Zhijie noted: Accomplistin; che task for increasing 
revenue and reducing expenditure has an important bearing on sustained and 
steady development of Gansu's economy. He said: Due to joi:.c efforts made 
by people throughout the province, the province managed to achieve steady and 
coordinated economic development for 4 years running. This year, although we 
face some problems, there are many favorable conditions for accomplishing the 
tasks of increasing production, practicing economy, increasing revenue and 
reducing expenditure. At present, all prefectures, cities, and departments 
are brave in shouldering heavy burdens and accepting assignments, and are 
making arrangements for the implementation of the plans for increasing revenue 
und reducing expenditure. Through our investigations conducted over the 

past few days, we can see that the drive to increase production and practice 
economy and increase revenue and reduce expenditure is being Launched 
vigorously and that the vast numbers of staff and workers have enthusiasti- 
cally responded to the drive. 
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PROVINCIAL AFFAIRS 


JILIN GOVERNOR'S REPORT ON FIVE-YEAR PLAN 
SKO72320 Changchun JILIN RIBAO in Chinese 19 Apr 87 pp 1-3 


[Text of the report by Jilin provincial Governor Gao Dezhan on the Seventh 
5-Year Plan at the Fifth Session of the Sixth Jilin Previncial People's 
Congress on 5 March 1987, entitled “Upholding the Four Cardinal Principles, 
Persis ing in Reform, Opening up the Economic Invigoration, and Working Hard 
to Fulfill the Province's Seventh 5-Year Plan"] 


{Text] Fellow deputies: 


On behalf of the Provincial People's Government, I now submit a report on 


the province's Seventh 5-Year Plan for examination and approval by the present 
session. 


Drawing up the Seventh 5-Year Plan for the province's economic and srcial 
development began in 1983. Over a period of more than 3 yezrs, the provincial 
People's Government has organized all localities and departments to conduct 
many investigations and studies, make estimates and appraisals, examine overall 
balances, and make consultations, thus mapping out plans for development of 
various trades and professions. After the JPC Central Committee offered 
suggestions for the Seventh 5-Year Plan, we drew up an outline of the pro- 
vincial 5-Year Plar:. After convening the Fourth Session of the Sixth NPC, 

in line with the guidelines of Premier Zhao Ziy:ag's “report on the Seventh 
5-Year Plan," and according to the demands of the National Seventh 5-Year 

Plan, we drafted the province's Seventh 5-Year Plan, extensively solicited 
opinions from all circles, reported these opinions to pertinent state depart- 
ments on many occasions, and convened a provincial meeting on the Seventh N 
5-Year Plan in September 1986 to supplement and revise the draft provincial 
Seventh 5-Year Plan. Recently, this planwas submitted tw the fifth (enlarged) 
plenary session of the fourth provincial party committee for discussion. Now, 
I will first report on implementation of the province's Sixth 5-Year Plan 

and the 1986 plan, then explain the major issues of the Seventh 5-Year Plan 
and key points of the 1987 work. 


l. The Successful Fulfillment of the Sixth 5-Year Plan and the 1986 Plan 
has Created Favorable Conditions and Laid a Good Foundation for the 
Implementation of the Seventh 5-Year Plan. 














During the period of the Sixth 5-Year Plan, under the leadership of the party 
Central Committee, the State Council, and the Provincial Party Committee, 
people's governments at all levels in the province conscientiously implemented 
the line, principles, and policies defined since the 3d Plenary Session of the 
llth party Central Committec, upheld the four cardinal principles, compre- 
hensively implemented the principle of “readjustment, reform, consolidation, 
and improvement" and the principle of invigorating the domestic economy and 
opening up to the outside world, and carried out economic structural reform 
step by step. At the same time, thanks to the hard work and concerted effort 
of the people of all nationalities throughout the province, people's govern- 
ments at all levels in the province successfully accomplished the Sixth 5- 
Year Plan, scored new achievements on all fronts, and further consolidated 
and developed political stability and unity. The Sixth 5-Year Plan period has 
been one of the best periods since the founding of the PRC in terms of the 
province's political and economic situation. 


The gradual and comprehensive development of economic structural reform 
enta‘led vitality to economic development. 


Universal implementation of the household output-related contracted res- 
ponsibility system across the province's rural areas after 1982 expanded the 
autonomy of peasants, aroused the socialist initiative of 2 vast number of 
peasants, and emancipated production forces. At the same time, rural pro- 
duction structure underwent initial readjustment, the system on unified and 
fixed purchases of agricultural products was reformed, and the framework of 
new systems for the rural economy was initially formed. After the decision 
of the 3d Plenary Session of the 12th party Central Committee conceraing 
economic structural reform, urban economic structural reform was carried out 
gradually. By simplifying administrative procedures and delegating powers to 
lower levels, which expanded the management and production autonomy of enter- 
prises, we introduced among the enterprises various forms of the economic 
responsibility system, with the contract system as its main content, and the 
target management responsibility system, based on substituting taxes for the 
delivery of profits, thus mobilizing the initiative of workers and staff 
members and entailing vitrlity to enterprises. At the same time, the lateral 
economic associations anc the economic and technological cooperations expanded 
continually; initial achievements were scored in reform of the circulation 
structure; macroeconomic management was further improved; and gratifying 
results were achieved in the reform of scientific, technological, and 
educational structures. The comprehensive progress or urban and rural 
economic structural reforms promoted the development of the socialist planned 
commodity economy. 


Major economic targets were fulfilled in a relatively good manner, the national 
economy developed in a sustained, steady, and coordinated manner, and the 
financial situation improved year after year. 


During the Sixth 5-Year Plan period, we constantly straightened out the guiding 
ideology for economic work, upheld the task cf raising economic results, and 
maintained stable growth in the national economy. In 1985 the total social 








product reached 42.22 billion yuan, a 62.2-percent increase over 1980, 

showing an average annual increase of 10.2 percent during the 5 years covered 
by the Sixth 5-Year Plan; the CNP reached 29.19 billion yuan, a 77-percent 
increase over 1980, an average annual increase of 12.1 percent; national income 
came to 16.96 billion yuan, a 67.9-percent increase over 1980, an average 
annual increase of 10.9 percent; and total industrial and agricultural output 
value reached 30.2 billion yuan, a 61.5 percent increase over 1980, an average 
annual increase of 10.1 percent. The targets called for by the Sixth 5-Year 
Plan concerning total industrial and agricultural output value and the national 
income were overfulfilled 2 years ahead of schedule. During the Sixth 5-Year 
Plan. our province steadily developed its economy. The total industrial and 
agricultural output value in 1982 increased 6.9 percent over the previous 

year, that in 1983 increased 18.4 percent, and that in 1984 increased 14.3 
percent. In 1985, industrial and agricultural output value still increased 

9.1 percent despite a reduction in production due to serious floods and water- 
logging. Beginning in 1982, our province's financial revenue ended the down- 
ward trend and showed an increase of 11.7 percent over the previous year, an 
increase of 21 percent in 1983, and an increase of 21.6 percent in 1984, thus 
overfulfilling the targets set in the Sixth 5-Year Plan ahead of schedule. 

In 1985, the province's financial revenues reached 2.37 billion yuan. If 
calculated in terms of comparable standards, the increase was 22 percent 

over the previous year, the best record in the history of the province. Thus 
we succeeded in achieving a balance between financial revenues and expenditurer, 
with a surplus during 3 successive years. 


The rural economy developed rapidly and grain output increased by a large 
margin. During the Sixth 5-Year Plan period, we conscientiously implemented 
th: principle of “not relaxing efforts in grain cul\ivation while vigorously 
diversifying the economy,” and promoted development in all trades in rural 
areas by relying on policies and science. The total agricultural output value 
(including those from industries at and below the village level) came to 8.68 
billion yuan in 1985, up 61.9 percent over 1980. The average annual growth 
rate rose from 1.4 percent during the Fifth 5-Year Plan period to 1).1 percent. 
Grain production increased remarkably and attained the target of 10 million 
tons for the first time in 1982 and exceeded 15 million tons in 1984. Despite 
the unprecedentedly serious floods and wa‘ erlogging in 1985, our grain output 
still reached 12.25 million tons. During the Sixth 5-Year Plan period, the 
average annual grain output rose from 8.32 million tons during the Fifth 
5-Year Plan period to 12.52 million tons, an increase of 50.5 percent. The 
rate of grain sold as commodities rose from 32.3 percent during the Fifth 
5-Year Plan period to 45.6 percent. We ranked first in the country in average 
per-capita grain output and the rate of grain sold as commodities. Marked 
increases were made in the output of cash crops. We made new progress in 
farmland water conservancy construction with « focus on projects to combat 
floods and waterlogging, scored new achievements in using medium-sized and 
small farm machines, and greatly raised the level of scientific farming that 
centers on popularizing guvod seed strains and improving cultivation technology. 
Along with the great increase in grair production, we also comprehensively 
developed all trades, including forestry, animal husbandry, sideline pro- 
duction, and fisheries. Comparing 1985 with 1980, the output of forestry 
increased 37.1 percent, that of animal husbandry, 66.3 percent, that of 








sideline production, 150 percent; and that of fisheries, 250 percent. The 
proportion of output value of forestry, animal husbandry, sideline produc- 
tion, and fisheries to total agricultural output value (excluding industries 

at and below the village level) rose from 25.1 percent in 1980 to 29 percent. 
Fairly significant progress was mide ja the development of township enterpi-ises. 
In 1985, the total output value of township enterprises throughout the province 
reached 3.92 billion yuan, up 290 percent over 1980, and the average annual 
growth reached 31.2 percent. ‘he proportion of output value of the industrial, 
commercial, building, transport, and service industries in rural areas to the 
total product of rural society rose from 24.6 percent in 1980 to 31.1 percent. 
The rural production set-up became more rational anu the rural economy 
developed from a unitary structure to a multilayered, compreher.sive operation. 


Industrial production increased in a sustained and steady manner, the output 
of major products increased remarkably, and economic resul*s continued to 
grow. During the Sixth 5-Year Plan period, industrial enterprises throughout 
the province persisted in raising economic results, conducted comprehensive 
consolidation, advanced reform, strengthersd managenent, tapped potential, 
conducted transformation, and succeeded in sterdily “ncreasing industrial 
production. In 1985, total industrial output value reached 21.52 billion 
yuan (excluding industries at and below the village level), an increase of 
62.3 percert over 1980, showing an average annual growth of 10.2 percent. 
We implemented the policy of giving “six priorities” to light industry and 
achieved a rapid rate of development. In 1985, the output value of iight 
industry reached 8.57 billion yuan, up 65.8 percent over 1980. The average 
annual growth was 10.6 percent, surpassing the average growth of 9.8 percent 
in heavy industry. Thus a good trend of coordinated development between light 
and heavy industries emerged. The collective and private industries developed 
remarkably. In 1985, the output value of collective industrial enterprises 
came to 4.77 billion yuan, up 92.2 percent over 1980, and the average annual 
growth reached 14 percent. The proportion of output value of collective 
industrial enterprises to total industrial output value rose from 19.2 per- 
cent in 1980 to 22.1 percent. The output of some marketable light and textile 
products and consumer goods such as bicycles, washing machines, television 
sets, chemical fiver, cotton cloth, and cigarettes, also increased by a large 
margin. The output targets for the major products of energy and raw material 
dustries, such as raw coal, petroleum, electricity, iron ore, steel, rolled 
el, and cement, as set forth in the Sixth 5-Year Plan were overfulfilled. 
li. industrial production, we paid attention to increasing product variety 
and improving quality. A total of 1,583 kinds of products were named as 
good-quality products, of which 62 won the state gold and silver prizes. In 
1985, the output value of govd-quality goods amounted to 18.4 percent of the 
total industrial output value. From i981 to 1985, 5,488 kinds of new products 
were developed. Meanwhile, we attached importance to reducing consumption, 
lowering production cost, stopping deficits, and increasing income, thus 
notably improving the economic accounting realized 11.98 billion yuan in 
profits and taxes during the Sixth 5-Year Plan period, showing a 43.3-percent 
increase over the Fifth 5-Year Plan period. In 1985, the per-capita pro- 
ductivity reached 11,569 yuan, 28.6 percent over 1980. From 1982, the output 
value, profits and taxes, and the revenues grew abreast for 4 years in suc- 
cession. Communicaticn, transport, post, and telecommunication showed further 
development. 








With key construction projects and technical transformation accelerated, we 
gained momentum in economic development. During the Sixth 5-Year Plan period, 
our province mustered manpower, materia!, and financial resources to ensure 
state key projects, renovated a number of key enterprises, and fulfilled the 
plan for fixed asset investment fairly successfully. The iotal investment in 
capital construction and in renewal of equipment and other technical trans- 
formation of state-owned units was 11.7 billion yuan, 4.7 billion yuan, or 
67.1 percent, more than the Fifth 5-Year Plan period. The itvestment in 
capital construction totaled 7.1 billion yuan, a 23.6-percent increase, and 
89.5 percent of the invested capital construction was commissioned as against 
65.5 percent in the Fifth 5-Year Plan period. Cuonstructior of energy, raw 
material, and other key projects were intensified. In the 5 years, investment 
in ener/sy construction totaled 2 billion vuan, 42.8 percent more than the 
Fifth 5-Year Plan period. We paid attention to tapping potential and tech- 
nically transformed old enterprises in a planned manner and according to 
established priorities. The investment in renewal of equipment and other 
technical transformation measures in the 5 years was 4.6 billion yuan, 2.8 
times greater than the Fifth 5-Year Plan period; 6.025 projects were completed 
and commissioned; and fixed assets worth 3.6 billion yuan were newly added, 
equivalent to one-fourth of the original value of the fixed assets cf state- 
owned ‘ndustrial enterprises of independent accounting at the end of 1980. 

At the same tise, we took into consideration both productive and nonproduc- 
tive projects, and the investment in public utilities and residential houses 
showed a notable increase. 


Urban and rural markets were thriving, and foreign trade and lateral economic 
coop<-ration developed rapidly. During the Sixth 5-Year Plen period, circula- 
tion channels were continuously expanded, urv.an and rural markets were thriving, 
and purchasing and sales were brisk. In 1985, the commodity retail sales of 
society totaled 12.41 billion yuan, more than 100 percent over 1980, which 
represented an average annual increase of 15.5 percent. Urban and rural 
collective, private, and other sectors of commercial, catering, and service 
units developed fairly rapidly, and their retail sales totaled 6.41 billion 
yuan, 1.7 times greater than 1980. Foreign trade showed rapid development. 

In 1985, the total volume of imports and exports was $551 million, 4 times 
greater than 1980, representing an annual increase of 37.7 percent. Of the 
sum, the volume of exports totaled $427 million, 5.4 times g ater than 1980, 
and representing an annual ipcrease of 45.2 percent. Foreign economic and 
technological cooperation and exchanges were promoted continuously. During the 
Sixth 5-Year Plan period, our province used $23.1 million of foreign funds, 
undertook 23 joint venture and cooperative projects ard 18 compensation trade 
projects, and imported 350 technological items with the transactions totaling 
$250 million. We estabiished economic ties with 20 provinces (municipalities 
and recions), and 70 cities (prefectures) of the country, brought in 118 
million yuan of funds, jointly developed more than 100 kinds of gcod-quality 
goods, established 297 various forms of enterprise associations, and carried 
out 1,252 cooperative projects. New progress was also achieved in cooperation 
of labor service with foreign countries, and tourism. 











New achievements were scored in science and technology, education, and various 
social undertakings. During the Sixth 5-Year Plan period, our province 
attached importance to the development of intellectual resources, and training 
of talented people, thus promoting science and technology, and education. In 
1985, the number of scientific and technical personnel of local state-owned 
units was 66.4 percent more than in 1980. Inthese 5 years, 1,816 scientific 
and technological achievements were scored, of which 56 were new creations cr 
of the advanced level of the world, and 900 were new creations or of the 
advanced level of the country. We established a number of associations of 
scientific research and production and various relationships of technological 
coordination and achieved better benefits in popularizing or applying the 
scientific and technological results. The province's investment in educational 
capital construction was 630 million yuan, a 2-fold increase over the figure 
scored during implementation period of the Fifth 5-Year Plan. The province's 
financial spending on education increased from 939 million yuan during the 
Fifth 5-Year Plan period to 1.997 billion yuan in 1986, showing an 110 percent 
increase and a 1.59 percent increase each year, the proportion of which in 

the province's total financial spendings increased from 12.1 percent during 
the Fifth 5-Year Plan period to 18.1 percent in 1986. Investment in education 
in 1986 is the largest since the founding of the PRC. In 1985 the province 
had 44 higher educational institutions that served 59,500 students, and 56.5- 
percent increase over the 1980 figure. These institutions enrolled 21,500 
new students, a more than 100 percent increase over the 1980 figure. Marked 
achievements in conducting reforms in secondary educational structure were 
made. In 1985 the number of students in vocational and technical schools 
accounted for 49.5 percent of the total senior middle school students. The 
rate of enrollment of school-age children reached 97.7 percent. Great develop- 
ments in various adult higher educational institutes took place and the number 
of students showed a 140 percent increase over the 1980 figure. The living 
and working conditions for the broad masses of scientific and technological 
personnel and teachers were gradually improved. New developments in public 
health, physical culture und sports, literature, arts, journalism, publication, 
radio and television broadcasting, and films were made. The province suc- 
ceeded in bringing its population growth under control and steadily upgraded 
the standard of the people's health. 





Based on developing production, the living standard of both urban and rural 
people was markedly improved. During the implementation of the Sixth 5-Year 
Plan, attention was paid to dealing with the proportional relationship between 
accumulation and consumption and better improving the people's livelihood. 

In 1985, the province's per peasant net income was 413.7 yuan, a 46.3-percent 
increase over the 1980 figure, excluding the price hike factor. The per 
capita wages of urban employees and workers was i,081 yuan (excluding the 
province's subsidies to the workers’ wages), a 12.2-percent increase over the 
1980 figure, excluding the price hike factor. The per hovsehold living income 
of urban employees and workers was 564.9 yuan, a 33.3-percent increase over 
the 1980 figure, excluding price hike factor. At the end of 1985, the total 
volume of saving deposits was 4.4 billion yuan and per capita deposit was 
191.3 yuan, a 300 percent increase over the 1980 figure. The housing 
conditions and environment of both urban and rural people were further 
improved. At the end of 1985, per capital housing acreage in urban areas was 








4.6 square meters, a 31.4-percent increase over the 1980 figure, and that in 
rural areas was 13.7 square meters, a 48.9-percent increase over the 1980 
figure. Faster development in environmental protection, construction of urban 
infrastructure, social insurance, and other social security facilities took 
place. 


Based on having successfully fulfilled the Sixth 5-Year Plan, a good start 
was made in developing the national economy during the first year of the 
Seventh 5-Year Plan period. In 1986 the province suffered more difficulties 
in both industrial and agricultural production. Agriculture suffered serious 
flooding over the past 2 years, while industries experienced a strained situa- 
tion in raw materials. The enterprises’ profits were reduced, and motor 
vehicle production decreased on a large scale. All of these have brought 
about adverse influences on economic development. Therefore, under the party's 
leadership, the people's governments at all levels shouJd earnestly implement 
the principle issued by the central authorities concerning “readjusting, 
restruturing, consolidating, and improving the national economy;" deepen the 
drive to conduct reforms; enhance or improve macroeconomic control; strengthen 
or improve leadership over economic work; and continuously carry forward 
experience gained in economic work during implementation period of the Sixth 
5-Year Plan. Efforts should be made to adopt in a timely manner a series of 
policies and measures to meet the new situation and deal with new problems 
that crop up in economic work to make new progress in the drive to conduct 
reforms, enforce the policy of opening to the outside world, and enliven the 
economy, as well as to have the national economy achieve steady, stable, and 
harmonious development. In 1986 the province's total product of society was 
47.05 billion yuan, a 7.3-percent increase over 1985. The gross national 
product was 22.56 billion yuan, a 7.l-percent increase over the 1985 figure. 
The total industrial and agricultural output value was 32.19 billion yuan, a 
7.2-percent increase over thel985 figure. The national income was 18.88 
billion yuan, a 6.5-percent increase over 1985. In agricultural production, 
we relied on polic‘-s, increased input, applied science and technology, and 
actively carried out the disaster relief work with the cooperation of the 
party, the government, the army, and the people, thus reaping a good harvest 
despite serious disasters, and achieving an overall development in the rural 
economy. The province's total rural social product was 14.57 billion yuan, 

a 9.1-percent increase, and the agricultural output value was 7.7 billion 
yuan, a 4.4-percent increase. Grain output totaled 13.977 million tons, up 
14.1 percent, and by the middle of January this year, the 5.5 million-tons 
grain purchasing task had been overfulfilled. Township enterprises created 
5.31 billion yuan in output value, an increase of 35.5 percent, and new 
development was achieved in forestry, animal husbandry, sideline production, 
and fisheries. Construction of marketable grain production bases, corn export 
bases, and animal by-product, and farm and sideline product production bases 
was intensified to increase the momentum for agricultural development. Focusing 
on improving economic results, industrial production developed steadily, and 
maintained a proper growth rate. Notable results were achieved in readjustment 
of product mix, technological progress, and development of new products, and 
various production and construction plans were carried out fairly well. The 
industrial output value was 24.49 billion yuan, an 8.l-percent increase over 
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the previous year, or a 7-percent increase if calculated in terms of old 
standards (excluding the industries at and below the village level), and the 
taxes and profits turned over by industrial enterprises to the province 
totaled 2.386 billion yuan, an increase of 7.1 percent. The light industry 
maintained a substantial growth production rate, and its output value was 
1.41 percent more thaa the previous year. The output value of collective 
industries (including the industries at and below the village level) was 6.35 
billion yuan, 12.1 percent over the previous year. Plans for communication 
and transport were overfulfilled. Fixed asset investment was kept within the 
scope under the overall control of the state, and was implemented fairly 
successfully, thus ensuring key construction projects, and accelerating the 
technical transformation of enterprises. State-owned units invested 2.32 
billion yuan in capital construction, a growth of 3.8 percent over the pre- 
vious year, and 1.59 billion yuan in equipment renewal and technical trans- 
formation, a growth of 31.1 percent. A group of key construction and tech- 
nical transformation projects were completed and put into operation, creating 
fairly good investment returns. Urban and rural markets witnessed a flour- 
ishing scene, with ample commodity supplies and, in particular, better 
supplies of vegetables, meat, eggs, milk, and other nonstaple foods than the 
previous year. The province's commodity retail sales totaled 14.2 billion 
yuan, up 14.4 percent from the previous year. Market price was basically 
stable. The retail sales index of the province rose by 5.4 percent over the 
previous year, lower than the state-stipulated growth. The total volume of 
export commodities was $525 million, 23 percent over the pervious year. 
Revenues totaled 3.19 billion yuan, a 9.5-percent increase over the previous 
year in terms of comparable standards, and expenditures totaled 5.01 billion 
yuan, a 17.4-percent increase in terms of comparable standards. A financial 
balance with a small surplus was achieved with the fixed-quota subsidies and 
special allocations from the central authorities. Urban and rural people's 
living standards showed substantial improvement following the development of ° 
production. The total wage bill of staff and workers was 5.57 billion yuan 
(excluding the province's subsidies for vegetable and residents’ coal), an 
increase of 17.4 percent, or 830 million yuan, over the previous year. The 
per-capita income of staff members and workers was 1,221 yuan, 13 percent 
more than the previous year. Adjusted for price rises, the increase was 6.6 
percent. The per-capita cost of living income of urban workers’ households 
was 698.1 yuan, an increase of 23.6 percent over the previous year, and a 
16.6-percent increase if price rises were considered. The per-capita net 
income in the rural areas was 456.7 yuan, 10.4 percent over the previous year, 
and an 8.3-percent increase when price rises were considered. Urban and rural 
savings deposits registered a growth of 32.8 percent, or 1.44 billion yucn, 
over the year-end figure of the previous year. Science and technology, 
education, and other social undertakings witnessed new progress. The smooth 
fulfillment of the Sixth 5-Year Plan and the 1986 plan provided favorable 
conditions and lay a solid foundation for the implementation of the Seventh 
5-Year Plan. 


The PLA units stationed in our province, the provincial military district, 
and the armed police forces rendered meritorious service in supporting local 
construction, building civilized units cooperatively with the people, and 
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carrying out antiflood and emergency rescue work. The province's achieve- 
ments in various fields scored during the Sixth 5-Year Plan period and 1986 
were a result of the concerted efforts of the party, government, army, and 
people throughout the province. 


While fully affirmixug the achievements, we must clearly notice that many 
problems and difficulties concerning economic and social development still 
exists, and, particularly, that we lag far behind when compared with advanced 
provinces and municipalities. With a comparatively poor economic foundation 
and without a powerful economic strength, our province failed to make rapid 
development in the urban and rural collective sector of the economy. A large 
number of industrial and enterprises failed to make the most of their potential 
due to their outdated technologies and equipment, backward management, products" 
poor quality, high materials consumption, low economic results, and lack of 
competitiveness and capability of bearing and dealing with the changing situa- 
tion. Thus, the industrial structure and product mix of industrial enterprises 
must further be readjusted. The strains on electricity, raw materials, and 
capital still are main factors which affects economic development. With a 
comparatively weak agricultural foundation, our province does not have power- 
ful strength in combating natural disasters. The rural industrial structure 
must further be readjusted since the rural commodity economy is not well 
developed. In particular, the exceptionally serious flood and waterlogging 
disasters of the past 2 years brought about many new serious difficulties to 
agricultural arid economic development. The blocked circulation channels and 
the economic results, management, and service quality of commercial and external 
trade departments do not suit the demands of the development of cummodity 
economy. We failed to score good returns on some construction project invest- 
ments due to the excessive larger construction scale, long construction periods, 
and poor economic results. We failed to handle many affairs that should have 
been handled due to limited revenue and insufficient financial resources. 

Many problems concerning the people's livelihood need to be solved. The 
development of educational, cultural, public health, and sports facilities do 
not suit the demands of social development. We failed to bring into full play 
our advantages in science, technologies, and skilled persons. The economic 
deveiopment is uneven. The people in impoverished counties, townships, and 
villages still have many problems related to their production and livelihood. 
We should conscientiously study ways to solve the new situati»>n and problems 
cropping up in the course of reform. Many problems still exist in our work. 
This does not suit the demands of the development of the situation. These 
problems and difficulties are unfavorable factors in the course of advance 

as well as potential for further development. We thought of and made arrange- 
ments for this while formulating the Seventh 5-Year Plan. We must adopt 
appropriate policies to gradually solve these problems and difficulties in the 
course of practices. 


II. Guiding Ideologies and Major Tasks for National Economic and Social 
Development Plan During the Seventh 5-Year Plan Period 


The Seventh 5-Year Plan period is a kay period of our province's economic 
restructuring and stable economic development. Thus, in this period, we must 
not only lay a good foundation for the economic invigoration in the 1990's, but 
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also create conditions for realizing the great grand goal of the four moderni- 
zations by the end of this century. Comrade Deng Xiaoping pointed out: China 
has been conducting the four socialist modernizations. If only four moderniza- 
tions were to be stressed to the neglect of socialism, the nature of the four 
modernizations and China's development road will be departed from. We must 
persist in the orientation of the four socialist modernizations; continue to 
conscientiously implement, line line [as published] with the overall demand of 
building socialism with Chinese characteristics, the line, principles, and 
policies set forth since the 3d plenary session of the llth party Central 
Committee; adhere to the four cardinal principles and oppose bourgeois 
liberalism; persistently carry out the principle of reform, opening to the 
outside world, and persistently carry out the principles of reform, opening 

to the outside world, and enlivening the domestic economy; vigorously develop 
social productive forces; and build a long-term stable development foundation 
for the national economy. 


We placed emphasis on attending to the following guiding principles while 
formulating the province's Seventh 5-Year Plan in line with the general 
guiding ideology and the basic tasks and major construction principles of the 
state during the Seventh 5-Year Plan period: 


We gave priority to reform and made sure that reform and development were 
adapted to and promoted each other. The relationship between different 
sectors of the economy was further rationalized. 


We should speed up the development of diversified economy based on the steady 
increase in grain production, and comprehensively raise the rural commodity 
production; raise the industrial production level in line with market demands 
and with a focus on raising economic results; and vigorously develop the 
collective economy and township enterprises based on fully tapping the poten- 
tial of the existing enterprises, and ensure a sustained, steady, and 
coordinated economic development in the province. 


We should persist in tapping potential and conducting transformation, expand 
production by tapping internal potential, further accelerate technological 
transformation among large and medium-sized key enterprises within the scope 
of investment in fixed assets set by the state, strengthen the construction 

of key projects such as energy, communications, transport, and raw materials 
projects, do a good job in dovetailing the Seventh 5-Year Plan with the Eighth 
5-Year Plan, and strengthen the momentum for economic development. 


We should persist in attaching strategic importance to science and education, 
promote scientific and technological progress, speed up intellectual develop- 
ment, and closely combine the superiority of natural resources with the super- 
iority of competent personnel. 


We should persist in further opening the province internally and externally, 
invigorate circulation, ensure brisk markets, expand foreign trade and economic 
earnings, and develop multilayered and various forms of lateral economic 
cooperation in an all-round manner. 
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We should further improve the material and cultural lives of the urb: and 
rural people on the basis of developing production and raising economic results. 


We should vigorously strengthen the building of socialist spiritual civiliza- 
tion while persisting in advancing the building of material civilization. 


Through working hard and making pregress, increasing production, practicing 
economy, and launching hard struggle during the Seventh 5-Year Plan period, 
we should initially form economic patterns with their own superiority and 
distinctive features in various localities throughout the province, vitalize 
the province's economy and make it embark on a path of benign cycle 
characterized by good efficiency and beneficial results and a long-term steady 
development. 


During the Seventh 5-Year Plan period, the main targets for the province's 
economic and social development are: by 1990, the total industrial and 
agricultural output value will reach 41.4 billion yuan, an average annual 
increase of 6.5 percent, and an increase of 120 percent over 1980. Of this, 
the total output value of agriculture (excluding those from industries at 
and below the village level) will reach 9.4 billion yuan, an average annual 
increase of 5 percent. The total industrial output value (excluding those 
from industries at and helow the village level) will reach 23 billion yuan, 
an increase of 7 percent. The gross national product will be valued at 28.3 
billion yuan, (calculated in terms of 1985 prices) an average annual increase 
of 7 percent. The national income will reach 23.5 billion yuan (calculated 
in terms of 1985 prices), an average annual increuse of 6.7 percent. During 
the Seventh 5-Year Plan, the investment in fixed assets of state-owned 
enterprises will reach 17 billion yuan, an increase of 45.3 percent over the 
Sixth 5-Year Plan period. By 1990, total retail sales will reach 29 billion 
yuan, an average annual increase of 10 percent. The financial revenues will 
reach 3.98 billion yuan. If calculated in terms of comparable standards, 
the average annual increase will be 7 percent. The labor productivity of 
the state-owned independent accounting industrial enterprises in the 
localities will be 14,851 yuan, an average annual increase of 5.5 percent. 
The average per-capita consumption of the urban and rural residents will show 
an annual increase of 5 percent. 


The industrial and agricultural growth rate of the province's Seventh 5-Year 
Plan is generally compatible with the targets set in the Seventh 5—-Year Plan 
of the state. However, it is a little bit low than the rate which we actually 
attained during the Sixth 5-Year Plan period. This is planned in Line with 
the general arrangements of the state and the province's actual situation. 
This arrangement is conducive to an overall balance in energy, funds and raw 
materials and coordination between production and transport; conducive to 
concentrating the attention of all quarters on improving product quality, 
reducing material consumption and raising economic results; and conducive to 
improving the relations between various economic sectors and creating a good 
environment to ensure a smooth reform. We should adopt more flexible plans, 
fully mobilize the enthusiasm and creativity of the broad masses of cadres 
and workers in the course of implementing the plan, and strive to overfulfill 
the plan so as to intensify our economic strength and to satisfy the needs 
of social development. 
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The major tasks for the province's economic and social development during 
the Seventh 5-Year Plan period are as follows: 


1. On the basis of ensuring a stable increase in grain output, we should 
accelerate the development of diversified undertakings and town and township 
enterprises and promote a comprehensive development of the rural commodity 
economy. 


Agriculture constitutes the basis of the national economy, as well as a major 
superiority of our province. The protracted and stable development of agri- 
culture is of great and strategic significance. The essence of agriculture 
lies in grain production. During the Seventh 5-Year Plan period, we should 
continue to implement the principle of “never neglecting grain production, 

and vigorously developing diversified occupations;' should acceJerate the 
development of diversified occupations and town and township enterprises on the 
basis of ensuring a stable increase in grain output; should persist in pro- 
duction structural readjustment in line with the changing situations; should 
promote the coordinated development of various trades in the rural areas; and 
should raise the level of the rural commodity economy in a comprehensive manner. 
We should also gain momentum for agricultural development by vigorously 
building the four commodity production bases--the commodity grain base for 
producing corn, paddy rice, and soybean and the corn export base in the central 
part of the province; the local and special products base for producing ginseng 
and medicinal herbs in the east part of the province; the animal husbandry 
base, in which agriculture is integrated with animal husbandry, in the west 
part of the province; and the foodstuff base for producing vegetable, eggs, 

and milk in the urban and suburban areas. 


We should effect a stable increase in grain production. In line with the 
state plan, by 1990, the province's total grain output should be 17 million 
to 17.75 million tons, and the corn exported should be 3.5 million to 4 million 
tons. Attention should be paid to building the corn exvort base involving 13 
counties (cities) and the commodity grain base involving 15 counties (cities). 
Attention should also be paid to popularizing technologies, breeding fine 
varieties, building farmland antiflood, water drainage, and antidrought 
facilities. improving agricultural mechanization service, and building the 
grain storage and transport systems. We should ensure the grain growing 
acreage, strive to raise the per-unit yield and improve quality of grain, and 
strive to rationalize the grain variety structure. At the same time, we 
should actually arrange for the production of various kinds of cash crops, 
oil-bearing crops and sugar in particular, in order to maintain a stable 
increase in output. 


We should speed up the development of diversified occupations. By 1990, the 
proportion of forestry, animal husbandry, aquatic products industry, and side- 
line production in the total agricultural output value (excluding the 
industries at or below the village level) should rise from 29 percent in 1985 
to 33 percent. Forestry departments should continue to implement the principle 
of focusing on building forests, should protect and make reasonable 

utilization of the existing forest natural resources, should accelerate the 
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building and nursery of forests, should vigorously raise the survival rate of 
trees, and should strive to cultivate still more reserve forest resources. 

In the 5 years covered by the Seventh 5-Year Plan, our province should build 

1 million hectares of forests in a planned way, and should raise the forest 
coverage rate from 38.8 percent to 42.2 percent. With more grasslands, grass 
mountains and grass hills and with abundant grains and agricultural sideline 
products, our province has great potentials for breeding pigs, cattle, sheep, 
and poultry. Therefore, we should pay attention to developing animal husbandry. 
The Seventh 5-Year Plan ciills for developing the total meat output to 530,000 
tons in 1990, a 65.6 percent increase over 1985. The key to developing animal 
husbandry lies in readjusting policies, breeding animals scientifically, 
improving service, following the road of "firmly grasping the suburban areas, 
rebuilding the pastoral areas, and developing the agricultural areas," 
rationally readjusting the livestock herd structure, and raising the slaughter 
and commodity rate of animals. We should open up more channels, and should 
actively develop sideline production and the backyard economy in line with 
respectibe situations. We should effect a relatively big progress in the 
aquatic product industry, and should positively popularize the methods of 
raising fishes in pools and inside large nets. By 1990, the output of aquatic 
products should reach 60,000 tons, double that of 1985. 


We should effect a big development in town and township enterprises. Herein 
lies the hope to develop the rural economy, and this is the necessary road to 
make peasants prosperous. During the Seventh 5-Year Plan period, we should 
continue to implement the principles of "giviny active support, making 
rational planning, giving correct guidance, and strengthening management," 

and should mobilize townships, villages, supply and marketing cooperatives, 
families, and combined households to jointly develop the rural economy, with 
stress on families and combined households. By 1990, the total output value of 
town and township enterpriss is planned at 10 billion yuan, a 155 percent 
over 1985, showing an average annual increase of 20.6 percent. We should 
make arrangements for 500 spark plan items which are urgently needed and yield 
quick returns, and should establish and arm 300 town and township enterprises 
which have an exemplary nature. We should make the best use of the resources 
and favorable conditions of various localities to develop on a priority basis 
the processing, storage, packing, and transport of farm and sideline products, 
and building material, mining, and service industries, and open up more 
avenues, adopt measures compatible with local conditions, and make the best 
possible use of favorable conditions to actively develop farming, forestry, 
animal husbandry, sideline production, fisheries, industrial production, 
commerce, construction, transport, and garment production. We should adopt 
effective measures to provide service to township enterprises, open wide the 
doors for exchange of talented people, technology, managerial experiences and 
information between urban and rural areas, implement encouraging policies, and 
organize urban technical personnel to contract or lease township enterprises, 
and give technical guidance and service. All township enterprises should 
conscientiously put into effect the various forms of the economic contract 
responsibility system, strengthen management, improve production technologies, 
and strive to improve their product quality and economic results to increase 
their ability to subsidize agriculture with industrial production. Through 
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accelerated development of the diversified economy and township enterprises, 
the rural production setup should be rationalized, and a stable agricultural 
development maintained. 


In agricultural development during the Seventh 5-Year Plan period, we should 
rely on policies and science, increase input, and increase momentum. 


We should rely on policies to fully arouse the peasants’ enthusiasm for 
commodity production. We should thoroughly implement the party's various rural 
policies adopted since the 3d plenary session of the llth party Central 
Committee, maintain the continuity and stability of policies, and continuously 
deepen the rural reform. We should further improve the double-layered 
management system which combines unified management with decentralized manage- 
ment, stabilize the household output-related contract system, and develop 
various forms of economic cooperation. A policy of long-term stability should 
be applied to deal with the various categories of self-run specialized 
households, and private businesses in the rural areas so as to protect their 
appropriate business, and legal rights and interests. We should continue 
reforming the monopolized and fixed-quota purchasing systems, expand farm 
produce markets, enforce the system of coexistence of contract purchases and 
market purchases, improve the market mechanism, and enliven circulation. We 
should invigorate the rural monetary work, and gradually open up the market 

of production factors. 


We should rely on technological progress to increase per-unit yields, create 
more returns from investment, improve the commodity production level of rural 
areas, and rapidly change the rural outlook. We should attach strategic 
importance to adoption of new agricultural science and technology. We should 
establish and perfect the service networks at various levels, increase 
scientific and technological spendings, expedite the popularization and 
application of new technologies, and intensify technical service. We should 
further encourage scientific and technical personnel to go to the grassroots, 
and help them settle down to popularize technologies at the grassroots. We 
should give full play to the role of scientific and technological associations 
at various levels, and town and township science and technology popularization 
associations so as to spread science and technology to thousands of families. 


We should increase investment in agricultural production, and pay attention to 
increasing the momentum for it. The state and the provincial investment in 
agriculture will have a substantial increase during the Seventh 5-Year Plan 
period. In addition to normal agricultural investment and funds, funds for 
use in building corn export bases and marketable grain production bases will 
be 525 million yuan. This is an unprecedented act. We should make our funds 
yield the greatest possible returns through such measures as linking payments 
with grain amount, contracting for projects, and holding responsibility at 
everl level. Special funds used for developing native, special, and export 
products should be used well. Efforts should be made to make overall arrange- 
ments for investment in water conservancy projects, intensify the construction 
of such projects, and improve the conditions for agricultural production. 
Focusing on flood control, and combined with the efforts to eliminate dis- 
advantages and develop advantages, we should properly expand paddyrice fields, 
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do a good job in water and soil conse1vation, and improvement of small 
valleys, take comprehensive measures to control waterlogging in the central 
part of the province, and step up building auxiliary works to the existing 
water conservancy projects. We should continue to consolidate the antiflood 
capacity of the second Songhua Jiang, Dongliao He, and Taoer He, and reinforce 
the Xinlicheng, Shitoukoumen, and Taipingchi large reservoirs and 10 middle- 
sized reservoirs, including the Yujia and Shahezi reservoirs. We should 
accelerate the renewal and production of complete sets of farm machines, and 
expand the service of mechanized farming. Land management should be 
conscientiously strengthened. Industrial production in support of agri- 
culture should be stepped up, and the supplies of chemical fertilizer, 
pesticides, animal feed, farm machines and tools, plastics for agricultural 
use, and electricity should be increased. We should pay attention to guiding 
peasants to use their accumulated funds in expanding production, and to reduce 
the consumption expenses that exceed their capacity. Agricultural investment 
should mainly come from the accumulation of agriculture, and the masses should 
be encouraged to invest in development of various production facilities to 
reinforce the basic construction for agriculcure. 


We should further strengthen the work of supporting the [word indistinct] and 
accelerate the development and building of poverty-stricken areas. The work 
of supporting the poor should begin with reform and be based on tapping the 
potential inside poverty-stricken areas and on developing the economy and 
natural resources. We should map out programs to support the poor and carry 
them out stage by stage. Large and medium-sized cities and industrial and 
mining zones should be encouraged to support poverty-stricken areas, spread 
their products to these areas, and help them develop town and township enter- 
prises. We should also encourage scientific research units to connect with 
poverty-stricken areas and support these areas by giving them technological 
services to improve their ability to develop production through self- 
reliance and help them end poverty and become prosperous as quickly as possible. 


| 2. We should focus on raising economic results; persist in simultaneously 
grasping the growth rate, efficiency, level, and reserve strength; and promote 
the sustained, stable, and coordinated development of industrial production. 


Industry constitutes the key to provincial economic development as well as the 
major source of revenue. During the Seventh 5-Year Plan period, we should 
deepen reform; strengthen the vitality of enterprises, pay attention to 

raising efficiency and strengthening management of the prerequisition of meeting 
the market demand; persist in simultaneously grasping of growrh rate, efficiency 
level and reserve strength; comprehensively grasp the work of tapping potential, 
renovate, development, and integration; further raise the competitive level of 
industrial products in the provinces; raise management expertise and economic 
results of industrial enterises' and improve their foreign exchange earnings 
through exports. 
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The industrial level concentratively manifests itself at the level of products. 
Industrial enterprises should fully tap their production potential, constantly 
study changes in market demand, and actively increase production of the 
readily marketable products. As for products that can be marketed, yield good 
results, have ensured a supply of raw materials, and can be produced con- 
tinually, their production should be increased positively. As for those 
products which cannot be marketed after being produced, their production should 
be limited or stopped resolutely. By no means should we blindly pursue high 
output value and high growth rate without efficiency. We should adhere to 
uniting growth rate with efficiency and uniting economic results with social 
benefit so as to Link industrial production with circulation and consumption 
and develop them in a coordinated manner. 


We should consider the development of new products and the expansion of the 
production of brand-name, better-quality, and key products to be the major 
points of industrial development. We should firmly grasp development of new 
products, constantly improve the quality of products, vigorously promote the 
updating and renewal of products, and substantially raise the proportion of 
output value of new products, better-quality products, export products, and 
the readily marketable products. As of 1990, the proportion of output value 
of products appraised as provincial quality products should rise from 18.4 
percent in 1985 tc 30 percent. From 1986 to 1990, the province plans to 
develop 10,000 new products, and gradually produce a number of key product 
series that have the province's salient features and reach advanced inter- 
national and domestic levels, such as automobiles, locomotives, petrochemical 
industrial products, ferroailoys, carbon, processed soybean and corn products, 
medical and medicinal products, ginseng products, and delicacies. As of 
1990, the variety of products produced according to international standards 
should reach 760, a 270 percent increase over 1985. We should make full use 
of the province's natural resources and existing conditions for primary 
products to develop deep and precision processing with an aim toward changing 
our superiority in natural resources to superiority in products and industries 
and to yield more benetits from the development of natural resources and the 
processing of products. 


We should actively readjust production arJj product structure, and improve 
relations between different industrial departments and between industrial] and 
other departments so that our production and product structure becomes highly 
efficient and of better quality. We should rationally develop and utilize 
natural resources and existing industrial bases to speed the development of 
the superior industries. During the Seventh 5-Year Plan period, we should 
strengthen the energy, raw material, and other basic industries. We should 
also pay attention to developing walking machines; the petrochemical industry; 
the processing of agricultural, sideline, local,and special products; com- 
prehensive timber utilization; and the exploiting and processing of non-metal 
minerals, and other pillar industries that have the province's salient 
characteristics. Centering on the building of pillar industries, we should 
attend to organizing cooperation and integration between different professions 
to bring along the deveiopement of medium-sized and small enterprises. We 
should continue to uphold the principle of “the six priorities,” and vigorously 
develop the consumer goods industry. We should also vigorously develop 
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production of those industrial products that are specially needed by minority 
nationalities. In line with changes in social and market demands, efforts 
should be made to readjust product structure at all levels and saturate the 
different demands of the urban and rural people. Work emphasis should be 
placed on developing the foodstuff industry and the industries of textiles, 
garments, furniture, durable consumer goods, plastic commodities, and daily 
necessities. Efforts should be also made to actively develop minor commodities, 
accelerate the pace of developing the packing industry, and upgrade the 
standard of packing and decorating technologies. Efforts should be made to 
accelerate the pace of developing energy resource industries, uphold the 
principle of paying simultaneous attention to beth conducting development and 
practicing economy, and strive to increase the output of power, coal, and 
petroleum. By 1990, the province will reach a total standard coal output of 
23.54 million tons, a 20.9-percent increase from 1985. Its power output will 
reach 16.1 billion kwh, a 20.3-percent increase from 1985, and its petroleum 
output will reach 3.5 million tons, a 69-percent increase from 1985. Efforts 
should be made to use energy resources in a reasonable way; to vigorously save 
coal, petroleum, and power; and to try to save 2.4 million tons of standard 
ceal over the 5-year period. Among the raw material industries we will con- 
centrate on developing the industries of iron and steel, chemicals, and building 
materials; and on developing and comprehensively utilizing the nonmetal minerals 
of wollastonite, diatomite, bentonite, and volcanic rock strata. By 1990, the 
output of steel, steel products, and pig iron will respectively reach 550,000 
tons. Strenuous efforts should be made to develop gold production. We will 
actively develop the undertakings of communications, transportation, and tele- 
communications; emphatically do a good job in grasping the construction and 
repair of railways and highways; develop waterway and airline transportation; 
continuously enforce the system of relieving the railway transport loads with 
highway and waterway operations; and reasonably allocate the tasks for various 
means of transport to gradually build up a comprehensive transport network 
with harmonious and reasonable structure. A good job will be done in building 
a telecommunications infrastructure at all levels and further relieving the 
strained situation in communications and telecommunications. During the 
implementation of the Seventh 5-Year Plan, efforts should be made to gradually 
establish harmonious relations between the energy resource and raw material 
industries and processing industries and between industrial production and 
communications and transportation. 


Increasing economic results in an overall way is the central task of economic 
work during the Seventh 5-Year Plan period. Whether the industrial enterprises 
succeed in increasing their economic results has a direct bearing on the 
province's financial revenues and the development of various undertakings. 
Therefore, we should not only do a good job in consolidating backbone enter- 
prises, but also realistically improve middle-sized and small enterprise so as 
to enable the enterprises that have earned little profits and suffered Little 
losses to change their outlook as 300n as possible. Meanwhile, attention 
should be paid to bringing into play the role of the military industries to 
enable enterprises of various kinds throughout the province to continuously 
achieve new development in increasing economic results. The fundamental key 
to changing the province's backward situation in which product quality is low, 
production cost is high, waste is large, and economic results are low lies in 
doing a good job in laying a solid foundation and grasping management. During 
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the implementation of the Seventh 5-Year Plan, we should consider the work of 
enhancing enterprises management in an overall way to be a fundamental and 
important task in making the province's economy flourish and carry out the 
work realistically and satisfactorily. The emphasis on enhancing enterprise 
management is to upgrade product quality, to lower material consumption, and 
to increase economic results. We should seek effect, better growth and 
standards, and reserve strength from enhancing enterprise management. In 
line with the demands of grasping management, scaling heights, increasing 
effect, and upgrading quality in an overall way, all enterprises should do a 
good job in upgrading their managerial affairs at all levels. During the 
first 2-year period of the Seventh 5-Year Plan, work emphasis should be 
placed on doing a good job in grasping the basic work of management and 
building work teams and groups, upgrading the managerial standard of these 
teams and groups, strengthening specialized managerial affairs in an overall 
way, and establishing or improving scientific managerial systems. During the 
later 3-year period of the Seventh 5-Year Plan, work emphasis should be placed 
on upgrading managerial standards and gradually approaching modernized 
management in line with the demands of standardization, procedural control, 
and scientification. By 1990, state-run industrial enterprises will basically 
reach the advanced standard scored by the provincial level enterprises. Of 
these enterprises, 30 percent of them should reach or surpass the standard 
scored by the second-class national level enterprises. Ninety percent of 
large and middle-sized enterprises should reach or surpass the standard scored 
by the second-class national level enterprises ard a number of them should 
reach the standard scored by the first-class or special-class national level 
enterprises. All enterprises should select their similar outstanding units in 
management as their target in improving their managerial affairs. Some back- 
bone enterprises should strive to reach the world advanced standard. They 
should enhance their quality control in an overall way, upgrade their standard 
of product quality, establish a strict responsibility system on quality control 
and systems of quality protection, and adopt various ways and means to lower 
material consumption and cost, to save spending, to shortern the period of 
fund circulation, to increase labor productivity, and to earnestly and suc- 
cessfully switch losses to profits. 


In industrial development, we should continue to follow the road of "relying 
on management internally and on cooperation externally.” We should actively 
conduct various and multiluyered forms of lateral cooperation among enter- 
prises, develop enterprise associations and enterprise groups, display the 
superiority of enterprise associations supported by large and key enterprises, 
and comprehensively raise the ability of enterprises in competition and 

deve lopment. 


We should actively develop urban and rural collective industry, for it is an 
important task that affects the entire economic situation. The rural and urban 
collective economy is the weak link of the province's economic development 

and where the potential for invigorating Jilin's economy lies. During the 
Seventh 5-Year Plan, we should give priority to developing the urban and rural 
collective economy and realistically grasp collective industry and neighborhood 
industry in cities and tewns. We should encourage -ities to lead counties 

and large enterprises to help small ones; fully display the superiority of 
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technology, competent personnel, and information in cities and in large and 
medium-sized enterprises; and promote the development of collective enterprises 
in cities and the countryside. 


The financial and taxation departments should correctly apply financial and 
tax policies and ensure a steady increase in financial revenues along with 
production development and improvements in economic results. We should act 
according to our financial capacity; rationally readjust the structure of 
distribution; gradually increase the necessary expenditures for technological 
progress, intellectual development, and key construction projects and to 
support agriculture and improve people's livelihood; and give consideration to 
expenses for ovner purposes. The banking departments should dispiay the role 
of collecting and circulating funds, directing the circulation of funds, and 
regulating social demands; strengthen and improve macroeconomic management; 
make good use of funds; and raise the utilization efficiency of funds. 


3. We should accelerate the construction of key projects and technological 
transformation, readjust investment structure, raise investment results, and 
strengthen momentum for economic development. 


During the Seventh 5-Year Plan period, we should rationally arrange for key 
projects on technological transformation, energy, transport and raw materials 
within the scope of investment in fixed assets set by the state. In line 
with arrangements for the province's scope of investment in fixed assets and 
projects set in the state Seventh 5-Year Plan (including technological 
transformation and capital construction projects, projects under the manage- 
ment of ministries of the state and local projects, and ongoing and new pro- 
jects and projects prepared to be carried out), acc cding to a preliminary 
estimate, during the Seventh 5-Year Plan period, the scope of investment in 
fixed assets of state-owned units will be 17 billion yuan or more (including 
3.91 billion yuan in 1986), an increase of 5.3 billion yuan, or 45.3 percent 
over the Sixth 5-Year Plan period. Of this, investment in technological 
trensformation will be 7 billion yuaa, an increase of 52.2 percent over the 
Sixth 5-Year Plan period. There are 26 projects covered by the Seventh 5-Year 
Plan, the investment for which exceeded the limit of 30 million yuan each, and 
the total investment of which has reached 2.32 billion yuan. Investment in 
capital construction will reach 10 billion yuan, an increase of 4U.8 percent 
over the Sixth 5-Year Plan period. A total of 42 large and medium-sized 
projects will be carried out for a total investment of 6.5 billion yuan. Of 
the key construction projects, there are 34 ministry-level enterprises or 
ministry-level projects that have been transferred to lower levels, for a 
total investment of 5.8 billion yuan. Eight local projects will be carried 
out for an investment of 700 million yuan. 


During the Seventh 5-Year Plan period, we should tap the rotential of 
existing-enterprises, attach importance to technological transformation, and 
basically fulfill technological transformation in large and medium-sized key 
enterprises. This is a major matter of decisive importance in the province's 
economic development that will mark a turning point in the province's economy. 
The focus of technological transformation should be placed on large enterprises 
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and some important medium-sized enterprises that will affect the entire 
economic situation, on the key enterprises that will play an exemplary role 

in technological progress after transformation, and on some enterprises that 
will create foreign exchange. Through out work and the state's overall 
balance, 41 large and medium-sized key enterprises have been listed in the key 
technological transformation plan of the state during the Seventh 5-Year 

Plan period. These plants include the provincial No. 1 motor vehicle manu- 
facturing plan, the Jilin chemical industrial company, the Jilin oilfield, 

the Qian Gorlos oil refinery, the Jilin iron alloy pliant, the Jilin carbon 
plant, the Tonghua iron and steel company, the Changchun tractor plant, the 
Changchun locomotive plant, the Changchun passenger car plant, the Changchun 
machinery plant, the Jilin diesel engine plant, the Songjiang cement plant, the 
Jilin paper mill, the Shiyan paper mill, the Kaishantun chemical fiber pulp 
plant, the Jilin chemical fiber plant, the Changchun textile plant, the Tonghua 
grape wine plant, the Changchun cigarette plant, the Siping integrated 
chemical plant, the Changchun chemical fertilizer plant, the Sanchazi forestry 
bureau, the Oinjiang forestry bureau, the Changchun semiconductor plant, the 
Changchun pharmaceutical plant, the Siping passenger car plant, the Tonghua 
petrochemical machinery plant, the Gongzhuling bearing plant, and so forth. 

In addition, some enterprises have been listed in the province's local key 
technological transformation plan. By 1990, the major production lines and 
key equipment, and the quality and properties of some major products turned 
out by large and medium-sized key enterprises, should attain the international 
levels of the late 1970's and early 1980's. This will obviously change the 
outlook of our province's industrial enterprises. 


Key capital construction projects for the Seventh 5-Year Plan period are 
arranged in such a way that energy, communications, raw material and other 
basic industries, and infrastructures are emphasized. Among the key projects, 
energy and communications projects total 22, with an investment of 4.1 billion 
yuan, amounting to 63 percent of the total investment in large and medium- 
sized projects. Of these projects, large and medium-sized energy projects 
number 19, 7 more than the Sixth 5-Year Plan period. The Seventh 5-Year Plan 
period marks a period with the greatest investment and scale in energy 
construction in our province since the founding of the country. Major among 
key renovation, expansion, and new construction projects in the energy, 
communications, and raw material industries are the Jilin, Changchun and 
Changshan thermal power plants; the Hunchun and Hunjiang power plants; the 
Changbai (second-phase construction), Hongshi, Fengman, and Laohushao Hydro- 
power stations; nine pairs of large pits in the Hunchun, Tonghua, and Shulan 
mining areas; the Qianan and Yingtai oilfields; the Tumen-Hunchun railway; the 
Changchun, Jilin, Siping, and Meihekou railway central stations and marshalling 
stations; the Siping-Hunjiang and Changchun-Baicheng (east line) highways; 

the Changchun bus plant; the Shuangyang cement plant; and the Hunchun forestry 
bureau. Meanwhile, based on the resources of our province, we will develop 
intensive processing of farm produce. Major among the planned key construction 
and technology importation projects are the Lushuihe, Baihe and Helong large 
shaving board plants; the Songyuan starch plant and brewery; the Hunglong corn 
comprehensive processing plant; and the development of the diatomite mine in 
Changbai, diacetic acid cellulose, and polyformaldehyde. Undertaking these 
projects will play an important part in changing the province's industrial out- 
look and relieving the pressure on energy and transport. 
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Through construction and renovation, new production capacity increased during 
the Seventh 5-Year Plan period to reach 1.4 million tons of crude oil, 800,000 
tons of refined oil, 5.43 million tons of raw coal, 2.345 million kilowatts 

of power generating capacity, 200,000 tons of steel, 200,000 tons of rolled 
steel, 150,000 cubic meters of shaving boards, 1.04 million tons of cement, 
12,000 tons of synthetic rubber, 12,000 toms of diacetic acid cellulose and 
10,000 tons of tows, 80,000 motor vehicles, 3,000 tractors (medium horsepower), 
163,000 tons of starch, 12,000 tons of chemical fiber, and 7,200 wool spinning 
spindles. This will further increase the economic strength and momentum 

of our province. 


These key projects have been decided on and registered after examination and 
approval by the state according to the procedures for fixed asset investment 
management. They are in conformity with our province's actual situation in 
economic development and the strategic demand for long-term development. The 
most important work for the present is the pre-phase preparations and the 
allocation of funds. At present, the investment comes from various sources, 
such as allocation, allocatim-turned loans, loans, self-raised funds, 
collectively-raised funds, and foreign funds. Due to the varied investment 
channels, and the readjustment of investment policies, the state calls on the 
province to set aside funds for use in the key projects arranged after its 
approval. Proceeding from the actual situation of our province, we have made 
arrangements for the allocation of this part of funds over the course of 
examining and approving the projects. Therefore, we should raise funds from 
various quarters, strive to improve economic results, increase revenues, and 
increase the ability of financial departments at various levels; and enter- 
prises should raise funds by themselves so that the supply of funds can be 
ensured, and the decided upon projects will not fall through. Over the 
specific course of distributing the funds, we should consider our capacity, 
and make arrangements of importance and urgency, with priority assigned to 
the technical transformation of existing enterprises, and energy, communication 
and raw material construction, so that investment can yield better results. 


We should conscientiously implement the principle of ensuring planned, pro- 
ductive, and state key construction; and cut down unplanned, nonproductive, 
and ordinary projects. We should strictly control the scope of capital 
construction in line with state-assigned quotas. Concerning projects under 
construction, we should take stock of, rearrange, and readjust them; act 
strictly according to the procedures for management of capital construction; 
and sign letters of responsibility for the projects. Concerning projects that 
we plan to undertake, we should step up work to ensure the funds, material, 
and equipment supplies. Concerning technology importation projects, we should 
work out plans for the use and repayment of foreign exchange and funds 
supplied at home. We should conscientiously strengthen designing management; 
improve designing work; actively promote and improve the various forms of 

the responsibility system characterized by public bidding and the bidding 
system in designing and construction; improve the management and quality of 
construction, shorten the construction period; reduce construction cost; and 
create better results from investment. We should strengthen management of 
various trades and do a good job in the comprehensive balance of trade so as 
to avoid unnecessary duplication. 
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Over the couise of grasping the construction of key projects and technological 
transformation covered by the Seventh 5-Year Plan, we should vigorously begin 
the first-stage work for the Eighth 5-Year Plan. In combination with re- 
building the Jilin chemical industrial zone and the Qianguo Oil Refinery, the 
exploitation of the Hunchun oilfield and the construction of power plants 

in this oilfield, and the prospecting and development of petroleum and natural 
gas deposits in the central province, we should continue to make good pre- 
parations for the first stage project of the four large petrochemical and 

coal gas industrial bases in the eastern, central, and western parts of the 
province, and should accelerate planning for the first stage of sunflower 
seed-oil and castor-oil processing, the development of valuable foodstuffs and 
medical herbs of Changbai Shan, and other large projects. 


We should strengthen geological prospecting, and increase reserve natural 
resources to create conditions for long-term development. Focusing on 
discovering mineral deposits, we should strengthen the prospecting of energy 
resources and valuable metal and nonferrous metal resources, and nonferrous 
metal deposits urgently needed by the state. Special attention should be paid 
to grasping the prospecting and survey of petroleum and natural gas deposits 
in the Songliao Plain. When conducting geological prospecting, we should 
attend to coordination and cooperation in various fields; accelerate the 
appraisal of natural resources; strengthen the overall prospecting and com- 
prehensive development and utilization; and pay attention to the hydrologic 
work, engineering geological work, and environmental geological work to 
increase the social benefit of geological work and provide reserve resources 
and geological data for sustained economic development. 


4. We should actively expand domestic and foreign trade, strive to increase 
exports and eran more foreign exchange, and further invigorate the urban and 
rural markets. 


During the Seventh 5-Year Plan period, we should gradually form a commodity 
circulation system, which predominates the state-owned enterprises; which 
consists of various economic sectors, circulation channels, and operation 
forms; and which can promote production and consumption and makes things 
convenient for the masses. We should effect a marked change in urban and 
rural commercial businesses by vigorously improving the level of commercial 
work, economic results, management and operation, and service quality. We 
should further open urban and rural markets, provide the countryside with 
industrial products and the cities with agricultural by-products, and 
positively purchase and market local products. We should attend to making an 
inventory of warehouses and speed up commodity circulation and capital turn- 
over. We should strengthen the building of basic facilities and networks for 
commodity circulation to make the primary, secondary, and tertiary industries 
develop in a coordinated manner. We should further strengthen the supply and 
marketing of goods and materials to promote industrial production. 
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Striving to expand exports and earn more foreign exchange is the basis for 
expanding economic and technological cooperation between our province and 
foreign countries. During the Seventh 5-Year Plan period, we should 
vigorously find new export markets. As of 1990, the total provincial volume 
of exports is planned at $700 million, a 64-percent increase over 1985, or 

an average annual increase of 10.4 percent; and the export volume of corn is 
planned at 3.5 million tons, a 70-percent increase over 1985. We should strive 
to improve the export commodity structure, and gradually change from mainly 
exporting primary products to mainly exporting manufactured products, and 
from mainly exporting roughly processed products to mainly exporting deeply 
processed products. We should gradually establish and develop a number of 
"export-oriented" plants and workshops and establish export commodity bases 
and export-oriented enterprise groups step by step. Efforts should be made to 
produce export commodities with stable quality, variety, and beautiful 
packaging. In exporting commodities, we should deliver goods in a timely 
manner, give good service, and stress reputation to suit the demands of 
international market competition. We should actively develop border trade. 

We should also develop labor exports, technological exports, and tourism to 
increase foreign exchange revenues from non-trade transactions. Based on 
increased exports, we should organize imports in a planned way, focus on 
importing advanced technologies and key equipment, and, at the same time, 
appropriately import the means of agricultural and industrial production 
necessary for the province's economic construction. Foreign exchange revenues 
should be mainly used to exploit our superiority in natural resources and 
industries, to expand exports and earn foreign exchange, to develop substitute 
imported products, and to improve the competitiveness of our products. We 
should avoid blind and duplicated imports and pay attention to digestion, 
application, and renovation of the imported technologies. Processing from the 
actual situation of our province, we should accelerate the pace of utiliza- 
tion of foreign capital and technological import, improve the investment 
environment for foreign traders, actively import foreign capital, and strive 
to raise economic results from the utilization of foreign capital. 


5. We should further develop science and technology and education and greatly 
facilitate scientific and technological progress and intellectual develop- 
ment. 


Accelerating scientific and technological progress and the intellectual 
development of our province are important tasks of strategic significance, 
the fundamental measures in developing our province's economy, and the key to 
our endeavor of narrowing the differences between our province and advanced 
domestic and foreign technological and managerial levels. 


In the development of science and technology, we should conscientiously carry 
out the principle of “relying on science and technology in developing economic 
construction, and orienting science and technology to the needs of economic 
construction," and regularly and systematically combine science and technology 
with the economy. We should exert great efforts to develop and popularize 
the scientific and technological findings that can create better and quicker 
results and improve the production technological level of the entire society. 
During the Seventh 5-Year Plan period, we plan to undertake 1,000 projects in 
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research and the production of new products (of which 500 are scientific and 
technological development projects of the province). We should promote 
cooperation among scientific research units, colleges and universities, and 
production enterprises; launch mass activities of scientific and technolo ;ical 
experiments, academic exchanges, and scientific popularization; and facilitate 
the transfer and diffusion of science and technology. We should also conduct 
joint research that focuses on the key technological tasks for economic and 
social development. Fifty key scientific and technological joint research 
projects will be undertaken over 5 years. We should mainly conduct the 
development and application of new technology on farming and forestry and 
animal husbandry, strengthen the backbone industries, develop key serial 
products, and open up new technological spheres. In addition, we should 
conduct research on the comprehensive development, utilization, and protection 
of the resources in Changbai Shan. The contract system should be applied to 
technological development projects, and used funds should be compensated so 
as to commercialize scientific and technological results. 


Philosophical and social science departments should intensify the study of the 
basic Marxist theory, put forward new and high-quality research findings, and 
serve socialist modernization still better. 


During the Seventh 5-Year Plan period, we should continue educational reform, 
improve education quality, and actively develop the educational institutions 

of various categories at various levels. We should bring into better balance 
the proportion of levels and faculties of personnel training, and establish 

and improve the education system and the cadre training system under which 
ordinary education coordinates with vocational education, full-time education 
with spare-time education, and school education with independent study, and 
which is composed of primary and high-level education with well-proportioned 
specialities and a proper scale. We should make a success of pre-school 
education, consolidate and popularize primary school education, and complete 
the tasks to popularize 9-year compulsory education by stages and in groups. 

We should successfully develop vocational and technical education, and bring 

up 450,000 secondary specialized school and vocational and technical school 
graduates in 5 years. In higher education, we should readjust its faculties 
and administrations, expedite the training of personnel who are urgently needed, 
and bring up 400,000 graduates in 5 years. We should develop adult education 
through various measures, pay attention to the education of staff members 

and workers, step up special training and on-the-job training, encourage 
independent study, and establish the practice of study and training in all 

of society. We should further strengthen leadership over the work of schools, 
attach importance to and reinforce ideological and political education among 
students, promote their moral, intellectual and physical development beginning 
from primary and middle schools in particular, and strive to train qualified 
personnel for the four modernizations. The key to developing education and 
improving its quality lies in our efforts to pay attention to and make a success 
of teachers’ training institutions at various levels, organize well the training 
of the existing teachers, and cultivate a contingent of teachers of adequate 
number and quality, the structure of which can basically meet the needs in 

the education of various categories. 
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We should think highly of talented people’ give further play to the role of 
intellectuals; upgrade the social status of teachers, scientific and tech- 
nical personnel, and other specialized personnel; and continue to provide them 
with better work, study, and living conditions. 


6. Based on developing production and increasing economic results, we should 
constantly improve living standards of urban and rural people. 


In line with the principle of paying equal attention to production construc- 
tion livelihood consumption, during the Seventh 5-Year Plan period, we should 
make economy and markets flourish, attend to the supply of goods, and maintain 
a basic stable of market prices to constantly improve the material and cultural 
lives of the urban and rural people. According to an initial estimate, as 

of 1990, the per-capita net income of peasants will reach 590 yuan, a 42.6- 
percent increase over 1985, or an average annual increase of 7.4 percent; 

the total wages of workers and staff members in the province will increase 

by 7 percent each year; and the average actual consumption level of the people 
in the province will increase by 27 percent over 1985, or an average annual 
increase of 5 percent. A relatively big development will take place in social 
undertakings which serve the people's livelihood, in particular commerce, 
catering services, repair services, tourism, and urban household services 

that directly serve the livelihood of the people. Meanwhile, the people's 
standards in food, clothing, daily necessities and housing will also be 
improved. We should emphatically strengthen the building of such public 
utilities as water sources, tap water supply, water drainage, heat supply, 

gas supply, and traffic facilities. During the Seventh 5-Year Plan period, we 
should build the second-phase project of the Changchun No. 2 water plant, the 
Erlonghu water diversion project in Siping, the Yangmu reservoir in Liaoyuan, 
and the Wudao reservoir in Yanji City. We should also build heat supply 
projects in the cities of Changchun, Jilin, Liaoyuan, and Baicheng; the 
Dongjiao Coal Gas Plant in Changchun; and coal gas supply projects in the 
cities of Jilin, Tonghua, and Yanji. At the same time, we should mobilize 
forces in all fields to strengthen the building of basic urban facilities 

and urban and rural residences. According to the plan, as of 1990, the tap 
water supply rate will rise from 70 percent in 1985 to 85 percent; the area 
of centralized heating will increase from 2.47 million square meters to 13.05 
million square meters; the coal gas supply rate will rise from 8.8 percent 

to 20 percent; and the per-capita housing area of the urban dwellers will 
increase from 4.6 square meters to 5.6 square meters. We should further 
attend to the unified arrangement and planning for labor forces in rural and 
urban areas. In making arrangements for rural labor forces, we should continue 
to implement the principle of "releasing peasants from farm work, but not from 
the countryside," and should draw surplus labor forces in the rural areas by 
developing diversified undertakings and town and township enterprises. In 
cities, under the unified planning and guidance of the state, we should solve 
employment problems through various channels by implementing the principles 
that labor departments introduce jobs, some households voluntarily organize 

to run businesses, and individuals run their own businesses. 
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We should inherit and carry forward the fine tradition of plain living and 

hard struggle and building up the country through thrift and hard work, and 
advocate the social atmosphere of working hard and living thriftily among the 
masses. We should show concern over the people's livelihood, do tangible 
things for the people, and strive to improve their living standards year after 
year, while strengthening guidance to the consumption demands of the masses to 
gear changesin the consumption structure to the conditions of our country and 
our province and to the development level of our productivity. 


We should pay high attention to family planning work, continue to advocate 
late-marriage and late-child bearing, and encourage the people to bear fewer 
children, but produce healthy and intelligent children. During the Seventh 
5-Year Plan period, the natural population growth rate should be controlled 
below 11.7 per thousand. We should further develop public health undertakings, 
strengthen prevention and cure endemic diseases, improve medical treatment, 

and pay attention to maternity and child health care work. We should attach 
importance to labor protection and safe production. Mass sports events should 
be launched extensively to improve the health of the people. We should develop 
social welfare undertakings and insurance businesses to improve the social 
security system. Greater attention should be paid to the work of supporting 
the army and giving preferential treatment to family members of servicemen. 
Attention should also be paid to giving relief to poverty-stricken households 
in the countryside and cities. 


We should pay high attention to the nationalities work. We should strengthen 
economic building in minority nationalities areas; positively develop scienti- 
fic, technological, educational and cultural undertakings; and organize forces 
in all fields to help and support minority nationalities areas to accelerate 
development. We should further enhance national unity and mobilize the people 
of all nationalities in the province to engage in the socialist modernization 
drive with one heart and one mind. 


We should conscientiously implement the environmental protection law and the 
forestry law, grasp comprehensive environmental improvement, pay attention to 
integrating economic results with social and ecological benefits, and gradually 
create a clear and comfortable environment for the people. 


Greatly strengthening the building of the socialist spiritual civilization 
while strengthening the building of the socialist material civilization is of 
important immediate and long-term significance to ensuring the smooth 
development of socialist modernization. We should unfailingly grasp the two 
civilizations simultaneously to successfully fulfill the Seventh 5-Year Plan. 
We should educate the masses of cadres and people to uphold the four cardinal 
principles. carry out reform, open to the outside world, enliven the domestic 
economy, and comprehensively and correctly implement the line, principles, 
and policies adopted since the 3d plenary session of the 11th party Central 
Committee. We should further straighten out party style, correct various 
unhealthy trends, mobilize and unite the people of various nationalities with 
the common ideal, and conduct penetrating education to enable the people to 
"foster lofty ideals, have moral integrity, become better educated and abide 
by discipline," and to “love the motherland, the people, labor, science, and 
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socialism." We should combine education in lofty ideals with the work targets 
of various trades, foster a sense of historical responsibility of “feeling 
honored when Jilin is developed, and winning honor for Yilin," and make 
contributions to building the motherland and developing Jilin with creative 
labor. Attention should be paid to conducting education in the socialist 
commodity economy among cadres and people so that they will enhance their 
sense of reform and a commodity economy, and foster a sense of market, com- 
petition, and economic results, and a related sense of time, information and 
talented people. We should establish and carry forward the socialist morality 
and habits, encourage high standards of conduct, pay attention to education in 
professional ethics, and urge staff members and workers to ardently love their 
own work, abide by professional ethics and labor discipline, and serve the 
people enthusiastically. We should advocate social morality, safeguard public 
order, abide by traffic regulations, widely use civilized and polite language, 
and develop the traditional virtue of respecting the old and cherishing the 
young. Large-scale mass activities to build the spiritual civilization and 
establish civilized units cooperatively by the army and the people should be 
continued. We should actively transform social traditions, and promote a 
civilized, healthy, and scientific style of living. 


We should improve democracy and the legal system, and continuously carry out 
education in democracy and the legal system, with the Constitution as a 

focus, so that cadres and people will enhance their sense of the legal system 
and citizenship, understand the basic rights and obligations of citizens, 
understand and abide by the law, and act according to the law. We should 
conscientiously implement the NPC “decision on intensifying legal education to 
maintain stability and unity," and further consolidate and develop the politi- 
cal situation of stability and unity, and safeguard social order. We should 
strengthen public security and judicial work, adopt comprehensive measures 

to tackle public security problems, and continue dealing strict blows to 
serious economic and other crimes so as to improve public security continuously. 
We should reinforce the work of grassroots organs of state power, and pay 
attention to the role of such organizations as residents’ committees and 
villagers’ committees. 


Social cultural activities and institutions should be actively developed to 
enrich the people's spiritual life. Adhering to the orientation of serving the 
people and socialism, implementing the "double-hundred" policy, and putting 
social benefit first, we should strive to create more work that reflects the 
spirit of our times, have local characteristics, and is much welcomed by the 
masses. During the Seventh 5-Year Plan period, new developments will take 
place in literature, art, press, publishing, film making, radio and television 
broadcasting, libraries, and museums. We should actively encourage various 
quarters of society and individuals to build public cultural facilities. 


Attaching great importance to and continuously strengthening and improving 
ideological and political work are of very important significance to ensuring 
the smooth implementation of the Seventh 5-Year Plan. Ideological and 
political work is the lifeline of economic and other work. In the new 
situation in which the policy of reform, opening up, and economic invigoration 
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is carried out, ideological and political work can only be strenethened, not 
weakened. In line with the demand of the new situation, we should create new 
forms and methods to upgrade the level of ideological and political work. 
Leading persons at all levels should grasp the two civilizations simul- 
taneously, permeate economic work and various professional work with ideologi- 
cal and political work, and guarantee the function of ideological and 
political work. Governments at all levels should wholeheartedly serve the 
people and the grassroots, subject themselves to the supervision of the masses, 
and improve their work continuously. Leading cadres should all the more take 
the lead in establishing good workstyles, be devoted to their work, work 
diligently, and play an exemplary role in various fields. 


The guiding ideologies and major tasks for the Seventh 5-Year Plan are to 
attentively give priority to reform and continuously deepening reform. While 
strengthening economic construction and material civilization, we should 
strengthen socialist spiritual civilization. On the premise of upgrading 
economic results, we should maintain a proper economic growth rate. While 
developing production, we should strive to improve the people's livelihood. 
While grasping the current production and upgrading the quality and management 
level of existing enterprises, we should strengthen technological transforma- 
tion and the construction of key projects and pay attention to Linking the 
arrangements for the Seventh 5-Year Plan period with the development during 
the Eighth 5-Year Plan period. So the Seventh 5-Year Plan is a plan for 
reform, for developing the two civilizations simultaneously, for Linking 
speed with results, for taking into consideration both production and liveli- 
hood, and for preparing reserve strength for the Eighth 5-Year Plan. The 
realization of the Seventh 5-Year Plan will enable our province to enter a 
new stage of economic and social development, to make essential preparations 
for entering:a new period of economic invigoration, and to make a new solid, 
powerful stride for embarking on a path of making the economy flourishing and 
the people rich and happy. 


III. Persistently Conduct Reform, Open to the Outside World, Enliven the 
Economy, and Ensure the Smooth Implementation of the Seventh 5-Year Plan 


The key to promoting a long-term stable progress of the national economy and 
successfully realizing all tasks for the Seventh 5-Year Plan period lies in 
persisting in the principles of conducting reform, opening the country to the 
outside world, and enlivening the economy; continuing to deepen the economic 
restructuring; further balancing the relationship between various sectors of 
the economy; and fully arousing the enthusiasm and creativeness of the enter- 
prises and their cadres, staff members, and workers. In line with the 
requirements set forth in the state 5-year plan, we should lay a foundation 
within 5 years or so for building a socialist economic system with Chinese 
characteristics and full of vitality. We should focus on the central link 

of vitalizing enterprises to make a unified arrangement for the reform work 
in all fieids, and should concentrate efforts on grasping the three links which 
are related to each other. First, should be the further perfection of 

the enterprise management mechanism; enhance the vitality of enterprises, 
particularly large and medium-sized enterprises; and help enterprises 
establish a good microeconomic foundation. Second, we should further develop 
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socialist planned commodity markets and perfect the market system. Third, 
the state should gradually shift its management over enterprises from direct 
control to indirect control and should set up a new socialist macroeconomic 
management system to make the enterprises’ microeconomic activities better 
accord with the demands of macroeconomic development. Reforms in afore- 
mentioned three fields are coordinated and supplement each other and should 
be carried out in the right order of importance and in a step-by-step manner. 
Through the reform work, a mechanism that organically and properly linked 
planning with markets, microeconomic vitality with macroeconomic control and 
centralized management with decentralized management will be established; the 
interests of the state, the collectives, and the individuals will be unified; 
the speed, proportion, and results of economic development will be unified; 
and the development of the social productive forces will further be vitalized. 


Specific tasks are as follows: 


1. Further enliven enterprises, particularly, large and medium-sized state 
enterprises. 


Enlivening enterprises and enhancing their vitality is a starting point as 
well as an ending point of the overall economic restructuring and the basic 
theory and practice of the urban economic restructuring. Through reform, 
enterprises will truly become socialist commodity producers and distributors 
that are relatively independent, exercise self-management, and assume sole 
responsibility for their profits and losses. This is the general goal of 
enterprise reform for the Seventh 5-Year Plan period. Enterprises should grasp 
the reform work in both inherent and external fields and should continue taking 
effective measures for grasping the key links of "vitality, power transfer, 
and contract" so that the enterprises will enhance their self-accumulation and 
self-development capacity through improving inherent management mechanism 

and taping inherent potential. Delegating management and decisionmaking power 
to distributors in line with the principle of departing ownership from right 
to management is an important content of deepening enterprise reform and 
enhancing enterprises’ vitality. Small state enterprises are allowed to carry 
out leasing and contract management systems on a trial basis. Through 
selection, some medium-sized enterprises suffering losses or with little 
profit are allowed to carry out the leasing and contract management systems 
on a trial basis. Large and medium-sized state enterprises should carry out 
various forms of management responsibility systems. The key to grasping the 
reform of the enterprise inherent management system lies in conscientiously 
implementing the three “provisions” issued by the central authorities and the 
state council; comprehensively carrying out the plant director (manager) 
responsibility system; defining the central position and role of plant 
directors in managing the enterprises; achieving the system of plant 

directors being responsible for fulfilling the fixed targets during their 
terms of service and the end-of-term auditing system; further balancing the 
relations between enterprise inherent administration, party organizations, and 
staff and workers congresses; and bringing into full play the functions of the 
enterprises; party organizations and staff and workers' congresses. Enter- 
prises should further perfect and implement various forms of economic res- 
ponsibility systems with the contract system as the main content; delegate 
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power to each and every level; carry out contract systems among various levels; 
carry out the system of linking payment with output, product quality, con- 
sumption volume, and expenses; and realize the integration of responsibility, 
rights, and interests. 


2. Deepen reform of the circulation system and gradually perfect the market 
system. 


The key to enlivening circulation is to open up and establish new markets 
which are coordinated with each other. We should further reform the commercial 
wholesale system and management system; open up various channels for manage- 
ment, purchasing and marketing, and service; enthusiastically develop commodity 
circulation channels where various regions and departments and various sectors 
of ownership are linked with each other; gradually establish new-type com- 
mercial organizations with the focus on conducting lateral cooperation with 
cities as their main body; establish various categories of trade centers; 
transfer the ownership of rural supply and marketing cooperatives; and achieve 
management reform. We should pay attention to enlivening urban consumer goods 
markets and should pay particular attention to developing urban markets for 
such nonstaple foodstuffs as vegetables, meat, and eggs, and small commodity 
markets. In line with the state's unified plan, we should conduct price 

reform in a planned and step-by-step manner. We should further open up 

markets for means of production and technology markets to promote reasonable 
exchanges of skilled persons and labor forces. We should set up and establish 
money markets to vigorously develop trans-departmental and trans-regional 
capital circulation, establish short-term money lending markets and clearing 
houses, and make the most of floating interest rates and differential interest 
rates to readjust enterprises’ activities. Efforts should be made to enliven 
the rural credit cooperatives, develop urban credit cooperatives, and accelerate 
the pace of turning specialized banks into enterprises. 


3. Comprehensively carry out the principle of enlivening the domestic economy 
and opening to the outside world, and vigorously develop lateral cooperation. 


Opening the country to the outside world and enlivening the domestic economy 
is our unshakable principle. The work of enlivening the domestic economy is 
reform, and the work of opening to the outside world also is reform. During 
the Seventh 5-Year Plan period we should further achieve the work of opening 
to outside places and vigorously develop various forms of lateral economic 
cooperation. The work of opening to outside places and cooperation must be 
integrated with the development of key trades, key products, and energy and 
raw materials industries which are urgently needed; with the readjustment of 
industrial structure, product mix, and enterprise structure; with tech- 
nological renewal; with the development of products, and with enterprise 
transformation. The work of importing advanced foreign technology and 
equipment should be carried out in a selective manner. Priority must be 
given in importing those with great functions. Simultaneously, we must make 
efforts to assimilate and absorb the imported advanced foreign technology and 
equipment. While bringing in technology, we must pay more attention to 
bringing in capital. We should use foreign capital to develop various 
categories of joint ventures, compensation trade, and processing of products 
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with materials provided from abroad. Domestic lateral economic cooperation 
should be carried out in line with the principle of taking advantage of 
favorable conditions and avoiding weakness, developing various forms of 
industries, voluntarily conducting cooperation, bringing benefits to both 
sides, and making common development." Efforts must be amde to develop 
cooperations to bring in knowledge, capital, technology, and equipment from 
abroad. During the Seventh 5-Year Plan period, enterprises must adopt various 
forms, such as bringing in capital, technology, and skilled persons and 
jointly developing famous-brand products, to conduct cooperation with 
advanced enterprises throughout the nation. We should pay attention to 
scientific and technological cooperation and the cooperation of production 
development. Scientific research organizations with the focus on technological 
development and particularly on development of products should work in 
cooperation with enterprises and enterprise groups to form various forms of 
associations that link scientific research with production. Key cities and 
large enterprises should bring their key functions into full play to promote 
the cooperation of production factors, such as skilled persons, technology, 
capital, and information between the urban and rural areas; to develop 
enterprise groups and enterprise associations; and to gradually establish 

a regional economy with different scales, reasonable distribution, special 
characteristics, and high results. 


4. We should strengthen aud improve macroeconomic control and improve the 
ability for indirect control. 





During the Seventh 5-Year Plan period, in order to meet the need of a planned 
commodity economy, governments and economic departments at all levels should 
further strengthen and improve macroeconomic control, make the best use of 
various economic, legal and necessary administrative means to control - nd 
regulate economic operations, improve their ability for organizing a commodity 
economy and for indirect control, set up and perfect a new socialist system 
for macroeconomic control, and further develop a planned socialist commodity 
economy. In the reform of the planning system, we should further reduce the 
number of mandatory plans and the materials under unified distribution, enlarge 
the scope of guidance plans and market regulation, and achieve an overall 
balance of entire society. We should further improve the financial and tax 
systems and reinforce the functions of banks in macroeconomic control and 
regulation. The economic management work of the province and various cities 
and counties should be improved and greater economic regulatory power should 
be granted to cities and counties so as to promote economic development. We 
should improve economic legislative and judicial work and establish an economic 
information network, and economic forecasting and consulting service systems 

so as to make the system of indirect control perfect. Governments and economic 
management departments at all levels should further change their functions, 
shift their major efforts to overall planning, policy research, organization 
and coordination, and rendering service, and establ‘sh a complete set of 
scientific work systems and responsibility systems so that they can meet the 
needs of reform and economic construction. 
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We should continue deepening rural reform and make a success of the reforms 
of science, technology, and education. A more thorough economic structural 
reform unavoidably calls for a corresponding political reform, which should 
be carried out in a well-guided and step-by-step manner in line with state 
unified arrangements. 


Fulfillment of the above-mentioned reform tasks and goals will bring our 
province's economic operation onto an orbit of new systems and help build the 
basic framework of the new economic system. However, the overall economic 
system involves very complicated and arduous tasks, and a process of gradual 
historical progress. In the reform in the Seventh 5-Year Plan period there 

is a process of change of old systems to new ones, both systems coexist 

and affect each other, and the factors of new systems will increase during the 
process. We should fully understand this characteristic, resolutely facilitate 
reform, and be good at studying and resolving the new situations and new 
contradictions emerging in the change of old systems to the new. Based on 

the actual conditions of our province, we should conduct explorations on theory 
and practice, integrate the pioneering spirit with the scientific approach of 
seeking truth from facts, rely on the masses of cadres and people, do 
thoroughgoing and painstaking work, make meticulous plans and organization, 
make the best use of the situation to achieve steady progress, and ensure the 
smooth and sound development of reform. 


IV. Fulfillment of the Various Plans for 1987 Is the Key to the Successful 
Implementation of the Seventh 5-Year Plan 


Based on the arrangements of the party Central Committee and the State 
Council, we should concentrate efforts on two tasks this year. First, we 
should compress the overheated economic activities, advocate the spirit of 
plain living, arduous struggle and building up the country through thrift and 
hard work, launch extensive and thorough campaign to increase production, ‘ 
practice economy, increase veneues and reduce expenditures, build the entire 
national economy on a basis of long-term and stable development, and provide 
good conditions to reform. Second, in the political and ideological fields 
we should oppose bourgeois Liberalism with a clear-cut stand, uphold the four 
cardinal principles, and correct the political orientation. Success in this 
year's work is of great importance to the fulfillment of the Seventh 5-Year 
Plan of our province. 


Special reports on the province's 1987 economic and social development plan 
and its 1987 budget will be given by the provincial Planning and Economic 
Commission, and the provincial Finance Department. 


Based on the overall arrangements of our province's Seventh 5-Year Plan, the 
major targets set forth in this year's economic and social development plan 
are: 34.28 billion yuan in industrial and agricultural output value, an 
increase of 6.5 perceunt over the previous year; 24 billion yuan in GNP, an 
increase of 6.5 percent; 20.1 billion yuan in national income, an increase 
of 6.6 percent; 15.53 billion yuan in total retail sales of society, an 
increase of 9.4 percent; and 3.348 billion yuan in revenues, an increase of 
8.4 percent in terms of comparable standards. 
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Agricultural departments should maintain a stasle increase in grain output, 
rapidly develop diversified undertakings and town and township enterprises, 
and comprehensively raise the level of the rural commodity economy. We should 
adhere to the ideology of striving for a bumper harvest through constant 
combat against natural calamities; should depend on policies, science, and 
increased input to restore grain output to the level before the disasters, 
with the total grain output reaching 15 million tons; and should mke good 
arrangements for the grain variety structure and cash crop growing. The total 
agricultural output value is expected to increase by 5 percent over the pre- 
vious year, and output value of town and township enterprises is expected to 
increase by 30 percent. A relatively big increase should be made in produc- 
tion of and income from diversified undertakings. 


On the premise of increasing economic results, industrial production enter- 
prises should maintain an appropriate growth rate. We should effect a 2- 
percent increase or strive for an 8-percent increase in total industrial 
output value. We should further readjust product mix; should make great 
progress in improving the competitiveness of products, management and opera- 
tion expertise, economic results, and the level of export and foreign exchange 
earnings; and should strive to effect simultaneous increases in output value, 
income from sales, profits and taxes, and financial revenues. We should 
comprehensively grasp all levels and all categories of economy and should 
make new progress in developing the collective sector of the economy. It is 
planned that the output value of collectively owned industry should increase 
by 15 percent. 


We should furt(.r enliven domestic and foreign trade, maintain the stability 
of urban and rvral markets, and e*rive to earn more foreign exchange by 
expanding exports. We should attend to price controi, supervision and 
inspection, and maintain a basic stability of market prices. We should re- 
adjust the investment structure, strengthen construction of key projects and 
technological transformation, and improve investment results. We should 
enliven financial and banking work, promote economic development, and strive 
to achieve a balance between revenues and expenditures. We should actively 
develop scientific and technological education, accelerate the training of 
competent persons, and run well various social undertakings. We should 
further improve the living standards of the urban :and rural people, make good 
arrangements for the building of the urban basic facilities and for supply 

of goods, and continue to grasp the work of giving relief and supports to the 
poverty-stricken areas. In the course of strengthening the building of mate- 
rial civilization, we should strengthen the building of sociaJist spiritual 
civilization, and give full play to the role of ideological and political work 
in guaranteeing economic construction. 


To achieve success in this year's economic work, the most important thing is 
to deepen reformand extensively launch the campaign of increasing production 
and practicing economy and increasing revenues and cutting expenditures. With 
success in these two fields, we will be able to bring along the whole 
situation and promote the sustained, stable, and coordinated development of 
the provincial economy. 
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In line with the disposition of the state, this year we should makd a big 
step in deepening enterprise reform, and in invigorating enterprises, large and 
medium-sized enterprises in particular. At the same time, in line with the 
demands of the Seventh 5-Year Plan, we should make unified arrangements and 
planning for various reform measures, should implement these measures in a 
coordinated manner and step by step in order to make reform and economic 
development link and suit each other and promote the development of produc- 
tivity. At present, a very important thing to deepen the economic structural 
reform is to further enhance ideological awareness and to uphold the correct 
Orientation. Comrade Zhao Ziyang has pointed out: the line of the 3d Plenary 
Session of the llth party Central Committee is fashioned on two cornerstones: 
persisting in the four cardinal principles on the one hand; and sticking to 
the policy of carrying out reform, opening to the outside world; and 
invigorating the domestic economy on the other. These two cornerstones are 
interrelated and neither can do without the other. Without stressing the four 
cardinal principles, there will be no guarantee and correct orientation for the 
work of reform, opening up and economic invigoration. Without stressing the 
policy of reform, opening up and economic invigoration, we will be unable to 
rapidly develop social productivity, and still less will we build a socialism 
with salient Chinese characteristics. We should fully understand that the 
purpose of adhering to the four cardinal principles and opposing bourgeois 
liberalism is precisely to implement the line of the 3d Plenary Session of the 
llth party Central Committee in a comprehensive and correct manner, and there- 
fore it will never affect the policy of reform, opening up, and economic 
invigoration. There will be no change in the principle of carrying out overall 
reform, in the policies currently in effect in the countryside and cities, 

and in the policy of respecting ror knowledge and talented persons. In line 
with the demands of the party Central Committee and the State Council, we 
should comprehensively understand and implement the line of the 3d Plenary 
Session of the llth party Central Committee, should strive to enhance our 
understanding of the work of adhering to the four cardinal principles and 
opposing bourgeois liberalism, should firmly and unswervingly implement the 
principles and policies on reform, opening up and economic invigoration, and 
should attend to reform and various current work, particularly the work of 
increasing production and practicing economy and increasing revenues and 
cutting expenditures in order to fulfill all tasks for this year in a com- 
prehensive and successful manner. 


Carrying out the campaign to increase production, practice economy, increase 
revenues and reduce expenditures is a long-term strategic policy to facilitate 
a stable economic development, and a fundamental measure to ensure the ful- 
fillment of the various tasks for this year. It has important immediate and 
far-reaching significance. Over the past few years the sense of plain 

living, arduous struggle, and building up the country through thrift and hard 
work among our leading cadres and people has become blunted, and the phenomenon 
of extravagance and waste have become rather serious. Some people have under- 
taken too many projects, raised nonproductive projects to too high a standard, 
and even indulged in ostentation, extravagance and waste. Organizations are 
seriously unwieldy and overstaffed, and administrative funds have increased 
greatly. These ever-increasing demands are imcompatible with our province's 
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economic development level and exceed its financial capacity. In the pro- 
duction, construction, and circulation spheres in particular, losses and 
waste are serious due to poor management. Such a situation is detrimental not 
only to economic construction but also to the improvement of party style and 
social conduct. We should pay great attention to it and eliminate it con- 
scientiously. In our province's finances, we have comparatively more diffi- 
culties this year because of the serioud disasters 2 years in succession, and 
financial revenues and expenditures will be very tight. We should have a full 
understanding of this. Increasing production, practicing economy, and broad- 
ening the sources of revenues and reducing expenditures are the only correct 
way to resolve the current financial difficulty, keep expenditures within the 
limits of revenues, decide on expenditures based on revenues, and satisfy the 
needs of economic construction, social undertakings, and the people's lives. 
Not only should we regard the campaign to increase production, practice 
economy, increase revenues and reduce expenditures as the central task for 
encouraging enterprises to improve management, achieve better economic results, 
develop social productive forces, and build the material civilization, but 
also we should regard it as an important task for building the socialist 
spiritual civilization and improving party style and social conduct. It is 
never a expedient measure to solve cudrent economic problems. It is a task 
we should grasp persistently on a long-term basis. Through this campaign we 
should improve the economic results of enterprises, reduce ordinary projects 
and various nonproductive spending, change the practice of extravagance and 
waste, and carry forward the party's fine traditions. 


The general demands of the campaign is to improve economic results and to 
compress overheated economic activities. As far as the entire province is 
concerned, the main direction of work and fighting goals are as follows: 


1. We should greatly increase the production of readily marketable products. 
Based on market demand, we should readjust the product mix, exert great efforts 
to develop new products, and successfully coordinate production, circulation, 
and consumption. Increasing production does not mean to increase the produc- 
tion of all goods. We should bear economic results and social benefit in mind. 
All departments should make organization for the supply of materials on a 
priority basis for the 60 kinds of key readily marketable products whose pro- 
duction will be increased according to the plan of the province. We should 
resolutely limit or stop the production of unsalable products, or products in 
large stock. We should step up efforts to develop the planned 2,500 kinds of 
new products, and strive to produce them or make the yield results at an early 
date. 


2. We should greatly upgrade the quality of products, construction projects, 
service and work, and riase work efficiency. An improvement in quality is the 
greatest frugality. In industrial production, product quality should be 
improved with the quality steady improvement rate reaching more than 90 
percent, and the output value of good-quality goods should account for more 
than 23 percent of the total industrial output value. In capital construc- 
tion, we should improve construction quality and make all key projects reach 
the fine-quality level and all ordinary projects up to standard. In circula- 
tion we should improve service attitude and service quality. All trades and 
professions should improve their workstyles and work quality. 
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3. We should vigorously curb material consumption, economize on expenses, 
lower cost, and curtail the cost of projects. Industrial enterprises should 
attach importance to conserving energy and raw materials, with their product 
costs declining by 2 percent (curtailing consumption on raw materials, fuel, 
and power by 2 percent, and administrative expenses in enterprises and 
workshops by 10 percent). Commercial enterprises should lower their circula- 
tion expenses by 2 percent. Investment in capital construction and tech- 
nological transformation should also be curbed by 2 percent. All professions 
and trades should practice economy, oppose waste, and advocate the spirit of 
conserving electricity, fuel, paper and money as much as possible. 


4. We should positively sell old stock at reduced prices and accelerate the 
turnover of capital and commodities. Target management and norm management 
should be carried out for the occupation of enterprises’ floating funds, 
finished product funds, and overstocked product funds. The occupied amount of 
floating funds of industrial and commercial enterprises should be curtailed 
by 3 percent from that at the end of last year; and the occupied amount of 
the funds for finished products should be lowered by 10 percent. 


5. We should strictly introduce the system of being responsible for reversing 
deficits in order to reduce the amount of deficits and ensure the fulfillment 
of the target on changing deficits to profits. Profit-earning industrial 
enterprises should effect a 10-percent increase in profits and taxes on the 
basis of last year's figures; and money-losing industrial enterprises should 
strive to reduce their deficits by 30 percent and basically eliminate their 
deficits resulting from poor management. Profit-making commercial enterprises 
should effect a 12-percent increase in their profits and taxes over last 
year's figures, and money-losing commercial enterprises should strive to 
reduce their deficits by 20 percent. Grain departments, supply and marketing 
cooperatives, and agricultural and livestock enterprises should all fulfill 
their targets on changing deficits to profits. 


6. In accordance with the principle of “ensuring budgetary, productive, and 
key construction projects and reducing extra-budgetary, nonproductive, and 
ordinary construction projects," we should exercise strict control over the 
scale of investment in fixed assets anv readjust investment structure. We 
should also concretely develop the "three-examination and three-fix" work, 
namely, examining the projects that have not yet been begun and fixing new 
projects in line with new demands; examining the projects under construction 
and fixing letters of responsibility for these projects in order to take 
responsibility for investment and construction of these projects; and 
examining the projects which have already been completed and setting measures 
and time limits for exploiting their function and efficiency. We should 
concentrate on ensuring key projects, budgetary projects, and productive 
projects, and should resolutely suspend and postpone the construction of 
some office buildings, auditoriums and hotels and the construction of 

those industrial items whose conditions are not ripe and economic results are 
poor. 
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7. We should conduct reexamination of the designs of the capital construction 
and technological transformation projects which are under construction con- 
tinually. Inline with the scientific attitude of seeking truth from facts, 

we should strive to reduce single-item projects, to control construction 
standards, and to curtail the total volume of investment. We should strengthen 
management of projects and accelerate the construction of capital construction 
and technological transformation projects in order to make these projects 
available and yield profits from them ahead of schedule. It is an extremely 
serious waste to be unable to exploit the role of the projects which have 
already been completed. Therefore, we should resolutely adopt measures to 
yield returns from investment as soon as possible. 


8. We should extensively mobilize the masses to engage in waste recovery, in 
repairing old products and utilization of waste products, and in comprehensive 
utilization of natural resources. We should change wastes into treasure, 
should yield benefits from the "three wastes" (waste water, waste gas, and 
waste materials), and should make the most of materials and goods. 


9. We should do everything through thrift and hard work, curtail all non- 
productive expenses, administrative expenses in particular, fix the quota for 
all administrative expenses, give no subsidy to the above-quota portion of 
expenses, and do things according to our financial capacity. Financial 
expenditures this year should be reduced by 10 percent from last year's 
figures. We should rationally define the proportion of the reduced amount of 
various expenditures, and the proportion of the reduced amount should be even 
larger for the capital construction investment raised by the localities them- 
selves, for administrative expenses, and, in particular, for meeting expenses, 
business trip allowances, and reception expenses. We should also strictly 
control institutional purchase power. 


10. We should enforce financial and economic discipline; step up management 
of taxes; strengthen inspection and supervision over the financial, tax, 
auditing, and banking work; and strictly check spending sprees in order to 


ensure the fulfillment of the task of increasing revenues and practicing 
expenditures. 


The campaign of increasing production and practicing economy and increasing 
revenues and cutting expenditures should be integrated with the deepening of 
reform, with the fulfillment of various plans for this year, with the improve- 
ment of management and operation, with the correction of party style, and with 
the strengthening of ideological and political work. We should pay special 
attention to the following issues. 


First, define fighting targets for each level. All localities, departments, 
enterprises, and units should further define, in line with this year's pro- 
duction and work tasks, fighting targets for increasing production, practicing 
economy, increasing revenue, and reducing expenses among each and every 

level; and should formulate specific measures to ensure the implementation of 
these targets. Enterprises and units should regard the requirements for 
increasing production, practicing economy, increasing revenue, and reducing 
expenses as the main content of their economic and work responsibility systems 
to define goals, responsibility, and system to carry out the work. 
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Second, focus on upgrading economic results and strengthen management and 
operation. The production, circulation, and construction fields should regard 
upgrading economic results as the central task of increasing production, 
practicing economy, increasing revenue, and reducing expenses. However 
upgrading economic results must be achieved on the basis of strengthening 
enterprise management. Thus, we must link the work of increasing production, 
practicing economy, increasing revenue, and reducing expenses with the work 
of intensifying management and operation, strengthening basic work, and up- 
grading enterprise management so as to comprehensively improve enterprise 
quality and to lay a more solid foundation for carrying out the work of 
increasing production, practicing economy, increasing revenue, and reducing 
expenses. 


Third, persistently seek truth from facts, do solid work, and stress actual 
effects. We should proceed from reality but should neither practice formalism 
nor demand uniformity in everything in order to actually conduct the campaign 
of increasing production, practicing economy, increasing revenue, and reducing 
expenses. Actual production and revenue increases must be registered. The 
number of projects and expenses must be reduced in a reasonable manner. We 
must notice that the situation of poor enterprise management, great losses and 
waste, high material consumption, and poor economic results generally exist 

at present. So we have great potentials and prospects for conducting the 
campaign of increasing production, practicing economy, increasing revenue, and 
reducing expenses. Targets and tasks must appropriately be defined on the 
premise of ensuring that the enterprises will be able to fulfill them through 
efforts and to promote themselves through implementation. Increasing produc- 
tion, practicing economy, increasing revenue, and reducing expenses is a 
matter related to the interests of all fields. Instead of giving comfort, 
pressure must be exerted while the number of projects and expenses are planned 
to be reduced. We should take the whole situation into consideration, make 
overall arrangements, and give guidance in accordance with different actual 
conditions in an effort to carry out and organize work carefully. In short, 
we should make great decisions and take stable steps to carefully conduct 

the work in order to ensure that we will be able to make actual results, to 
realize stable economic development, but not to experience major ups and 
downs. 


Fourth, strengthen propaganda, education, and ideological and political work. 
We must rely on the enthusiasm and creativeness of the masses to carry out 

the work of increasing production, practicing economy, increasing revenue, 

and reducing expenses. All localities, departments, enterprises, and units 
should strengthen ideological and political work, and should unify the people's 
thinking and actions with the party's line, principles, and policies. They 
should educate the vast number of cadres and the masses to carry forward the 
spirit of plain living, arduous struggle, and building the country through 
diligence and thrift; to think of questions and handle affairs in line with 
our national strength and the province's capability; and to reduce the scale 
of capital construction and the excessively high consumption demand. We should 
arouse the people's enthusiasm for building socialism and should enable them 
to provide concrete deeds in increasing production, practicing economy, 
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increasing production, and reducing expenses and to make contributions to 
building the motherland and rejuvenating Jilin. 


Fifth, deeply mobilize and rely on the masses. Increasing production, 
practicing economy, increasing revenue, and reducing expenses is a campaign 
and a cause of millions of people. The vast number of staff members and 
workers should be organized to carry out various forms of labor competition 
and merit creation activities in service of the targets and tasks for increas- 
ing production, practicing economy, increasing revenue, and reducing expenses. 
For instance, such activities can be carried out as suggesting ways and means, 
making reasonable suggestions, conducting technological transformation and 
cooperation, carrying out the spirit of saving each and every cent, and 
practicing economy. Young staff members and workers can be mobilized to 
engage in the activities of making contributions at their posts and making 
small inventions in "five" fields. All trades and professions should carry 
out various forms of competition activities in line with their own special 
conditions in an effort to ensure that the campaign will be carried out among 
various units and fields in a solid and vivid way. 


Fellow deputies, the goals set forth in our province's Seventh 5-Year Plan 
are grand, the tasks set forth in theplan are arduous, and the prospects for 
development are encouraging. Our province's current political and economic 
situation is very good. I hope that the people of all nationalities through- 
out the province, including workers, peasants, intellectuals, cadres, com- 
manders and fighters of the PLA, public security cadres and policemen, per- 
sonages of all democratic parties and mass organizations, will further closely 
be united under the leadership of the party Central Committee, the State 
Council, and the provincial Party Committee to adhere to the four cardinal 
principles; to persistently carry out the principles of conducting reform, 
opening the country to the outside world, and enlivening the domestic economy; 
to enthusiastically immerse themselves in hard work to further consolidate 
and develop the excellent situation; and to work hard in order to success- 
fully [passage omitted]. 
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FOREIGN TRADE, INVESTMENT 


OFFICIAL URGES INCREASED EXPORTS OF ELECTROMECHANICAL GOODS 
Hangzhou ZHEJIANG RIBAO in Chinese 21 Feb 87 p 1 


[Unattributed article: "Zhejiang Electromechanical Products Generate More Than 
$100 Million in Foreign Exchange; Vice Governor Wu Minda [0702 2404 6671] 
Calls on Leadership and Enterprises to Seize Opportunities, Exploit 
Advantages, and Further Expand Exports of Electromechanical Goods") 


[Text] This reporter has learned from the provincial working conference on 
exports of electromechanical goods, which concluded yesterday, that Zhejiang's 
exports of electromechanical products have taken a new step forward; last 
year's exports generated more than $100 million, setting a provincial record 
for these products. At the conference, Vice Governor Wu Minda called for full 
recognition of the strategic significance of exports of electromechanical 
products, further expansion of exports to generat« foreign exchange, and an 
effort to raise exports this year to $140 million. 


Zhejiang's exports of electromechanical products are not new; as far back as 
the 1950's and 1960's it had Xihu bench drills, industrial chains, and small 
hydroelectric equipment on the international market. In 1985 the state adopted 
a series of preferential policies regarding exports of electromechanical 
products, which mobilized the enthusiasm of producers and foreign trade 
departments for gradually forming a production system for Zhejiang's exports 
of these products. There are now more than 400 enterprises exporting more than 
200 types of electromechanical products, which are sold in more than 50 
countries and regions around the world. These enterprises possess technical 
advantages and have an international market; among their fast-selling products 
with a promising future are standard fasteners, hand tools, everyday hardware, 
and household appliances, which now generate more than $10 million. 


Electromechanical products cover a wide range of applications, are produced in 
quantity, and have high added value; in terms of trends in the world commodity 
market, these products are among the most promising. Zhejiang's present 
electromechanical industry has an output value accounts for 27 percent of the 
province's GVIO; the province's coastal location, many small and medium-size 
electromechanical enterprises, large machine-processing contingent, 
concentrated labor force, and scarce raw materials make it very well suited to 
exporting electromechanical products and give it a great advantage for further 
expansion of exports. To this end, Wu Minda is urging that expanded exports of 
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electromechanical products be raised to a strategic position in developing 
export-oriented enterprises, and that full advantage be taken of the state's 
preferential policies regarding such exports, to exploit Zhejiang's advantages 
in exporting electromechanical products and promote the development cf 
exchange-generating exports of the province's other products. 


Wu Minda also stressed that expanding exports of electromechanical products 
also requires improved leadership, centralized planning, and strict 
implementation to integrate the formulation of plans for exports of these 
products during the Seventh 5-Year Plan with completion of this year's task of 
generating $140 million in foreign exchange,.so as to open up a new front in 
Zhejiang's exports of these products to generate exchange. 
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FOREIGN TRADE, INVESTMENT 


ESTABLISHING NATIONAL FOREIGN EXCHANGE MARKET 


Beijing GUOJI MAOYI WENTI [INTERNATIONAL TRADE JOURNAL] in Chinese No 6 1986 
pp 7-12 


[Article by He Xiaosong [0149 2556 2646]: "Establish a National Foreign 
Exchange Market, Promote Strategic Role of Foreign Trade") 


[Text] The Seventh 5-Year Plan is a crucial period for China's development 
strategy and for continuing the transition from the old model to the new. The 
problem of how to move the Chinese economy onto the track of a benign cycle of 
vigor, vitality, high efficiency, and results, in accordance with the 
requirement of establishing a characteristically Chinese socialism, is a 
pressing one. The present article is intended to be a preliminary 
investigation of the topic of reform of China's old foreign exchange 
management system and the creation of a national foreign exchange market so as 
to take full advantage of the strategic role of foreign trade; these 
ws remarks are offered in the hope of eliciting a broad range of 
views. 


. Status and Problems of China's Current Foreign Exchange Management System 


The development of China's foreign exchange management system passed through 
the following three broad stages. 


Stage 1: Before reform of the national economic system, the management system 
was characterized by the state having a monopoly on foreign exchange revenue 
and expenditure, with the state being the sole holder of foreign exchange and 
exerting strict macroeconomic control over the range and channels of foreign 
exchange use. Under the historical conditions of the time, this played a 
definite role in concentrating resources for importing advanced technologies 
and complete sets of equipment, and in meeting the urgent needs of the 
national economy. However, the state's management approach of taking full 
oe eee See ne Sn in mobilizing the enthusiasm 

of exporting units for generating exchange; this inhibited and even stifled 
the suizjsctive activity of local eqorting intutries in epenting eperts and 


generating more foreign exchange 


Stage 2: As the national economy was reformed, the state made preliminary 
revisions in the foreign exchange management system in 1979, universally 
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promoting a system of exchange retention. This reform mobilized the enthusiasm 
of exporting enterprises and sectors and fostered growth in foreign trade. 
However, the same defects were still present in this management system: 1) the 
retained ——— was too low; 2) the foreign exchange retained was 
distributed by the state vertically according to the percentage, with no 
horizontal circulation among enterprises according to their needs. After the 
exporting, exchange-generating departments received their foreign exchange, 
they were not provided with the corresponding foreign exchange market so that 
they could carry out short-term loans and exchanges. On the one hand, this 
meant that some sectors or enterprises were able to accumulate a certain 
amount of retained foreign exchange, even though they themselves had no. need 
to use it; on the other hand, some regions and sectors had no capacity of 
their own to generate exchange, or that capacity was inadequate to meet their 
needs, yet they urgently needed to bring in advanced technologies or import 
equipment or materials. This objectively created two extremes: on one side, a 
buildup and long-term idleness of foreign exchange; on the other side, extreme 
shortage of and inflated demand for foreign exchange. In view of this, the 
state adopted an approach of equalizing foreign exchange at a certain 
preferential price. But because this pricing method was far from the actual 
value of foreign exchange in China, it was not possible to truly play a role 
in the state's equalization of foreign exchange. On the contrary, it provoked 
various forms of private trading, and this illegal trading became a chronic 
malady that could not be eradicated despite repeated investigation and 
punishment. 


Stage 3: Beginning in 1985, the state strengthened its macrocontrol over 
foreign exchange and, microeconomically, adopted more flexible regulating 
measures, raising the percentage of foreign exchange retained and the 
equalization price. This alleviated the conflict between supply and demand and 
brought the scale of use of foreign exchange under control. However, this 
approach still did not achieve the goals of mobilizing enthusiasm for 
exporting to generate foreign exchange and of thoroughly controlling its 
unchecked use by means of foreign exchange management. Thus, in terms of 
reform of the state's foreign exchange management system, no real way out has 
yet been found. 


In summary, although China's foreign exchange management system has been 
improving continually over the last few decades, its strategic role in foreign 
trade has not been adequately promoted. The greatest shortcoming of this 
system is that, under conditions of a product economy and within the theory of 
a planned economy, as its means of foreign exchange control it slavishly 
copies the use of administrative measures to achieve control that one finds in 
the foreign exchange management of a socialist commodity economy; it does not 
acknowledge that foreign exchange, a special commodity just like ordinary 
commodities, possesses a dual nature of value and use value, thereby choking 


the vitality of exchange-generating enterprises. 


Exchange earnings are an important component part of the various economic 
indicators of an export-producing enterprise; but, under the current foreign 
exchange management system, they become a "negotiable instrument" outside the 
enterprise's major financial report forms that can be kept idle for long 
periods without participating in turnover; importing enterprises should obtain 
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foreign exchange by a transfer at cost according to how much value will be 
created and how great the economic benefits will be, but it has become a sort 
of quota allocated under state plans. In this sense, neither exporting 
enterprises nor importing enterprises have really achieved autonomous 
operation or accepted responsibility for their own profits and losses. And it 
is precisely autonomous operation and responsibility for profits and losses 
that are the principle marks of commodity producers and dealers. Under a 
system in which no national foreign exchange market has been established, and 
in which the state stresses centralized planning and control over foreign 
exchange and allows large amounts of foreign exchange to lie idly scattered 
about, enterprises have no real authority over their own production factors, 
especially the raising and application of capital funds, and therefore cannot 
become true commodity producers and dealers. 


II. Necessity of Establishing a National Foreign Exchange Market 


The Marxist theory of international value holds that there is a relative 
disparity between the international value and the domestic value of a given 
commodity. By utilizing differences in the relative disparities between 
various commodities in order to conduct international exchanges, both sides in 
trade can profit. Marx also indicated that a country's amount of value can be 
increased through international trade; this is the only way backward countries 
can catch up with advanced countries. This brilliant idea of Marx not only set 
forth the important role of foreign trade activity in the national economy but 
also provided a scientific, theoretical basis for establishing a national 
foreign exchange market. Export trade is no longer merely a means of obtaining 
the foreign exchange needed for imports; first, because it involves competing 
in the international market, exporting has raised the quality of China's 
exports and changed the mix of export commodities; in addition, the foreign 
exchange generated by exporting can be used to constantly expand the scale of 
utilization of foreign capital, to import advanced technology, and to promote 
national economic growth. Only in this way can China catch up with and surpass 
the advanced, industrialized countries. If a foreign exchange market capable 
of organically integrating exports and imports is not established, it will be 
difficult to achieve the above goal. 


This current ossified, backward foreign exchange management system is not only 
unable to fulfill the strategic mission it bears with regard to foreign trade, 
but also has to a certain extent a limiting and hindering effect. Since the 
foreign exchange retained by exporting enterprises cannot be put into a state- 
controlled, open foreign exchange market, and because the amounts are so 
scattered, it is difficult to develop any payment capacity and use that to 
undertake large-scale technological upgrading of exporting enterprises. 
Theoretically speaking, the concept of foreign exchange management is still at 
the low level of “equalizing surpluses and shortages," "making up shortfalls 
with surpluses," and "putting foreign exchange where there is none." There has 
been no recognition of the important strategic role of foreign exchange 
management in concentrating China's exchange-generating capacity and expanding 
the scale of utilization of foreign capital, in increasing enterprise 
enthusiasm for exporting to generate foreign exchange, and in promoting 
technological upgrading of enterprises and structural reform of the economy, 


thereby creating a high-grade economic cycle. 
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In the current foreign exchange management system, the state is sliding down 
from its position as owner of foreign exchange and planner of its uses to a 
position of "foreign exchange manager," which only has the effect of 
"maintaining public order." It would seem that its major task is not to 
utilize the powerful economic lever that is the law of value and apply 
measures that are both administrative and economic to achieve planned, goal- 
oriented structuring of foreign exchange and to guide its use, thereby 
promoting the healthy development of the economy; rather, its main task is 
merely to use administrative measures to control foreign exchange movements 
coercively, to investigate and punish any trade activities, that violate the 
rules. 


Analyzed theoretically, establishing a system for the retention of foreign 
exchange should have four interrelated effects: 1) stimulating the enthusiasm 
of exporting enterprises and regions for expanding export trade; 2) 
alleviating or solving the problem of losses by exporting enterprises; 3) 
ensuring that foreign exchange from exchange-retaining enterprises is 
transferred to enterprises that require foreign exchange for imports, thereby 
controlling excessive demand for foreign exchange; 4) accelerating the pace of 
technological upgrading and reforming commodity mix in order to give exporting 
enterprises the means of payment. 


Since China has not yet established a national foreign exchange market, the 
above four effects have not been fully achieved. Creation of a foreign 
exchange market, therefore, is not only an objective necessity, it is becoming 
an ever more pressing one. It is no exaggeration to state that reform of the 
foreign exchange management system is to a certain extent related to the pace, 
breadth, and depth of China's national economic development, and to the 
implementation and fulfillment of the Seventh 5-Year Plan. 


III. Possibility of Establishing a National Foreign Exchange Market 


The question of the possibility of establishing a national foreign exchange 
market in fact comprises two complementary aspects: 1) whether the internal 
conditions exist for creation of a national exchange market; 2) whether the 
external environment exists for creation of such a market. 


In terms of the present situation and future prospects of the national 
economy, and the rate of growth in foreign trade, China now basically meets 
the above two conditions and can immediately set about the task of reforming 
the national foreign exchange management system and establishing a national 
foreign exchange market. 


"Internal conditions" refers primarily to whether the conditions exist for 
constituting market mechanisms, i.e., whether there are supply and demand for 
foreign exchange. If there is only demand but no supply, or supply but no 
demand, this does not constitute the conditions for creating a national 
foreign exchange market. Since implementation of the new system of foreign 

retention, enterprises and departments exporting to generate foreign 
exchange and the regions where they are located, have had limited amounts of 
foreign exchange and the authority to use and control them relatively freely. 
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This constituted the main source cf foreign exchange supply. In addition, 
although some units that must bring in advanced technology and import 
equipment and raw materials with state approval have already implemented 
capital construction plans and received matching RMB funds, they were not 
included in the state's mandatory plans for use of foreign exchange and 
therefore must go through other channels to obtain it. This has created the 
demand for foreign exchange necessary for the creation of an exchange market. 
The above supply-and-demand conditions have been met, and the basic functions 
of a market are present; hence, a stable foundation has been provided on which 
to establish a national foreign exchange market. 


"External environment" for a foreign’ exchange market refers to whether 
conditions exist for macrocontrol of the market, i.e., whether the state has 
the capacity to coordinate, balance, and control its operation and 
development. The external environment is now basically in place as well. 
China's economy is a socialist, planned, commodity economy; the various 
aspects of foreign trade, such as exporting, settlement of exchange, 
technology imports, payment of exchange for imports, and other trade 
activities are all subject to state control. The state is fully assured of 
exercising strict control over trade activities in the foreign exchange 
market. Moreover, exchange management work over the last several years has 
given us definite experience and trained a group of international financial 
management cadres with a strong sense of responsibility and a certain level of 
professional skills. With proper preparation in the financial area, the state 
can certainly exercise highly effective leadership and supervision over the 
exchange market. 


In addition, as the policy of opening to the outside continues to take hold, 
China continues to promulgate and implement laws, decrees, programs and 
policies, gradually forming a stringent system of foreign trade management, 
providing economic, political, and legal assurances for the creation of a 
national exchange market. Therefore, so long as we formulate through economic 
legislation a comprehensive body of rules, regulations, and decrees relating 
to the national exchange market and take full advantage of the powerful 
economic lever of the law of value, we can certainly establish a national 
exchange market that is mechanically complete and capable of playing its full 
strategic role in foreign trade. 


One view current in academic and financial circles is that if a foreign 
exchange market is established the state will lose control of foreign 
exchange, which will unavoidably lead to a harmful expansion of demand for 
foreign exchange and a major drop in the state's exchange reserves, creating a 
situation similar to 1985, or even worse. This viewpoint is open to question. 
The author believes that the basic reason for the decline in exchange reserves 
that occurred in 1985 is precisely that there was no state-controlled market. 
After the policy of exchange retention was implemented, limited amounts of 
foreign exchange were left in the hands of countless enterprises, departments, 
and regions. This in itself involved tremendous risks and concealed factors 
leading to loss of control. Although, generally speaking, foreign exchange 
reserves appear on paper in the "State Foreign Exchange" account, much of 
these in reality never revert to the state. Because the state has exerted 
fairly tight control over the orientation and scale of exchange use, when 
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foreign exchange lies idle for a long time in individual enterprises, the 
state is able macroeconomically to see to the long-term planning for and 
comprehensive utilization of this foreign exchange. After reform of the urban 
economic system, there was a tendency toward lopsided emphasis on 
microeconomic decontrol and stimulation, so that the state's macroeconomic 
policy measures for proper control could not keep up. Furthermore, blind 
optimism regarding the question of foreign exchange reserves led many regions 
to make multiple use of a single sum of foreign exchange, or to "marry off a 
daughter more than once." This ultimately led to the tremendous expenditures 
of foreign exchange in 1985 that exceeded China's normal capacity, which led 
to a sharp decline in exchange reserves. 


Therefore, it is not that creation of a national foreign exchange market will 
lead to a lack of control over foreign exchange; just the opposite is true. 
Creation of a foreign exchange market will not lead to an abandonment or 
weakening of state leadership over exchange management; rather, by using 
organically integrated administrative and economic measures through this 
market to strengthen the state's planned, purposeful leadership, loss of 
control over the use of foreign exchange can be fundamentally eliminated. 


IV. Model of a National Foreign Exchange Market 


If a national foreign exchange market is to be established, a model for this 
market must first be studied and determined. That is, its overall forn, 
general orientation, and principal role must be determined. This model should 
reflect the economic relationships of Chinese socialism; it is conditioned by 
social productive forces, the scale of foreign trade, and levels of S&T 
development. In turn, it will have a tremendous impact on perfecting 
production relationships and on developing social productive forces. 


Briefly, for the model of China's foreign exchange market, we should establish 
a “"characteristically Chinese, vigorous and vital socialist exchange market 
capable of fully exploiting the law of value and the role of market 
regulation, under centralized state planninc, leadership, supervision, and 
management, and having as its goal the promotion of technological upgrading 
and structural reform of the national economy and its strategic role in 
foreign trade." 


This model should possess the following characteristics: 


1. It should be a "national" foreign exchange market. In accordance with 
China's actual conditions, the state assimilates past experience and learns 
from the methods of exchange market management used in the Western and 
developed countries to formulate legally the management regulations and 
policies for the foreign exchange market. It establishes specialized 
management institutions and uses these institutions to exercise leadership, 
supervision, and control of the market. These management institutions, 
including the state's general management institutions and the various 
provincial, municipal, and prefectura) branch institutions, turn the exchange 
market into the nation's only legal verwe for trading foreign exchange. 
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In addition, in accordance with the sectors of the national economy that 
should undergo priority development and the orientation of their key 
development as set out in long-term development plans, and according to 
developmental trends in production, science, technology, and foreign trade and 
changes in the foreign capital markets and trade markets, the state uses 
various administrative, legal, and economic methods to determine the direction 
of foreign exchange circulation and its prices, thereby exerting planned, 
purposeful, and focused management. 


Creation of a foreign exchange market requires the formation of a top-to- 
bottom system, directly guided by the National Exchange Control 
Administration. The leadership cadres of the local foreign exchange markets 
must be directly appointed by the state, and they should be transferred at 
either fixed or irregular intervals in order to reduce local administrative 
meddling and ensure the normal implementation of the central government's 
foreign exchange policy and to place all exchange market activities under the 
direct control of the state. 


2. It should be a "market" for foreign exchange trading activities. It is 
subject to centralized state management and supervision and is a "market" 
conditioned by the law of value that fully reflects the supply-demand 
relationship and gives form to market mechanisms. 


In addition to establishing a complete system of tight, scientific management 
of foreign exchange, it is also necessary to set up an appealing venue for the 
trading of foreign exchange that ensures a dynamic balance. In accordance with 
the state's overall requirements, it will take foreign exchange from all the 
sources in society and apply them to those economic activities that need it 
most and that offer the greatest benefits. The state and the various levels of 
government, the specialized banks under the state, and approved trust 
institutions authorized to deal in foreign exchange, will participate in the 
market in their capacities as the largest suppliers and users. They must 
skillfully apply the law of value, directly investing and raising foreign 
exchange funds in the market, absorbing surplus or idle foreign exchange, 
regulating the flow of foreign exchange funds in society, directing them 
toward users specially designated according to state plans, and achieving the 
goal of rational use of foreign exchange. 


Inasmuch as the national foreign exchange market is a "market," it must be 
subject to the effects of market rules and price fluctuations. Guiding the 
market by policy, the state can use these effects to dynamically control 
market activities, enabling those enterprises and departments that develop 
according to state plans and have generally good results to achieve vitality 
within the sphere of overall control; as foreign exchange funds are obtained 
and put to use, the market will develop quickly and make it possible for those 
enterprises with less satisfactory overall results to improve their internal 
conditions, reinforce their administration and management, and become eligible 
to get into the foreign exchange market and raise foreign exchange funds. 
Thus, as foreign exchange funds are supplied and demanded, bought and sold, 
all foreign-oriented economic activities can be reasonably regulated through 
trade activities; the state's macrocontrol over foreign exchange can then be 
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much more flexible, and economic life will then head toward a dynamic balance 
on the basis of this constant improvement. 


3. The purpose of establishing a national foreign exchange market is to 
promote technological upgrading and structural reform of the economy. As 
described above, under the current foreign exchange management system it is 
difficult to reinforce macrocontrol and microadjustment of foreign exchange 
from the strategic heights of the national economy. Therefore, the proposal 
for establishing a national foreign exchange market made here is for a foreign 
exchange market truly able to promote technological upgrading and structural 
reform of the national economy. Our guiding ideology must be clear, and the 
appropriate measures must be taken regarding the system to ensure the overall 
direction of trading activities. 


The management setup of the national foreign exchange market should cooperate 
closely with the National Planning and Economic Commissions and with the 


People's Bank of China in formulating a complete set of scientific plans and a 
system in accordance with the national development program and S&T development 
trends over a given period of time, and with changes in supply and demand on 
the international market. Enterprises or departments qualified to get into the 
exchange market and its trading activities mst have their projects involving 
use of foreign exchange included in the state's capital construction plans and 
plans for technological upgrading. At the same time, scientific appraisals of 
these projects' technical levels, the feasibility of their construction, and 
their economic benefits must already have been carried out, and the 
appropriate matching RMB funds must be available. When these conditions are 
met, the market's management setup will reexamine the projects from the 
viewpoint of international finance, considering all circumstances, especially 
current trading in the market and the possibility of raising the foreign 
exchange, to determine whether to approve the raising of foreign exchange 
funds through the market. Projects not involving technological upgrading, 
those not included in national development plans, and enterprises importing 
foreign materials without state approval should not be allowed to participate 
in the market and its trading activities. 


4. Creation of a foreign exchange market must promote growth in foreign trade. 
Although the current foreign exchange management system and the system of 
foreim exchange retention basically implement the policy of state 
encoui'agement of exports and have mobilized the enthusiasm of exporting 
enterprises for generating foreign exchange, they are still stuck in a low~ 
grade cycle of providing assurances to the national economy, at the stage of 
encouraging enterprises to upgrade and improve themselves at that low level; 
they are still unable to promote major growth in foreign trade from the 
strategic heights, from the heights of the organic relationship between 
foreign trade and national economic development. Creation of a national 
foreign exchange market seeks to change this situation. Using the methods and 
opportunities offered by the market, export trade can be dynamically developed 
according to the realities of the national economy. As the state guides the 
direction of exchange trading, it must give priority consideration to 
concentrating foreign exchange funds on developing China's export industry in 
the light of the composition of technological upgrading projects. At the same 
time, use of exchange must be focused on importing advanced technology and 
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equipment to be used to improve the quality of export commodities, increase 
their variety, and strengthen their competitiveness; through the planned 
introduction of technology and advanced management experience, the mix of 
export commodities should be improved, so as to gradually achieve two changes 
and get enterprises to change their past attitude, so ill-suited to the 
demands of the international market, of selling whatever they had available. 


The national foreign exchange market, in accordance with the actual conditions 
and potential demand of the international market and in the light of China's 
actual economic conditions and possibilities, must make use of exchange market 
mechanisms and raise foreign exchange funds to be used to establish various 
different types of export commodity bases, promote the formation and 
completion of an import-export production system, and make an effort to 
develop more competitive products so as to spur on development of the entire 
economy . 


From the foregoing, it is clear that the national foreign exchange market 
should hold an important, irreplaceable position in its strategic role of 
fully exploiting foreign trade and promoting the development of the national 
economy toward a higher cycle. 


V. Measures for Establishing a National Foreign Exchange Market 


Creation of a national foreign exchange market is a strategic decision, the 
success or failure of which is directly related to the direction and progress 
of foreign trade. Therefore, before it is formally established, there should 
be intensive planning and preparation; after it is established, there must be 
complete scientific management methods and measures to fully exploit the role 
of a national foreign exchange market. 


Starting from China's actual conditions, it is proposed that the following two 
measures be taken. 


1. Change Limited Retention of Foreign Exchange to Cash Retention 


The current system of retention of limited amounts of foreign exchange is a 
major stumbling block hindering the reasonable horizontal circulation of 
foreign exchange. Exporting enterprises may accumulate those limited amounts 
for an indefinite period of time, constituting what is called "accumulated 
limits." Therefore, during preparations for the creation of an exchange 
market, the "limited retention" must be changed in a planned, purposeful, 
step-by-step manner to "cash retention." In this way, the retained foreign 
exchange obtained by exporting enterprises would then take up a fairly large 
amount of RMB funds, compelling them economically to seek an outlet for their 
foreign exchange funds. With the state having stipulated the direction in 
which foreign exchange is to be used, if those holding foreign exchange have 
plans to use it, the cash-retention approach will accelerate the pace of their 
technological upgrading; if they have no plans to use it, this approach will 
cause them considerable losses in interest and, because of the funds taken up, 
the enterprise's turnover of funds would be hindered, which would objectively 
help to bring about a reliance on and demand for the exchange market on the 
part of those holding foreign exchange. At the same time, the national foreign 
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exchange market would thereby have a stable source of foreign exchange funds. 
In accordance with overall economic development plans, the state, as the 
largest demander of exchange funds, could itself enter the market to purchase 
foreign exchange and use it to pay for imported projects and to import the 
necessary materials; or it could deliberately sell the idle exchange on the 
market at current market prices to the departments using foreign exchange to 
promote the reasonable, horizontal circulation of exchange funds. 


2. Utilize Market Mechanisms To Exercise Microeconomic Regulation 


Undoubtedly, the state must strengthen its macrocontrol over the exchange 
market and use economic legislation and formulate plans and policies to 
achieve centralized management of foreign exchange income and expenditures and 
trading activities. However, if it one-sidedly emphasizes macrocontrol while 
leaving its microcontrol too slack, the enthusiasm of exporting enterprises 
for generating foreign exchange may be dampened. Therefore, the state must 
make every effort to reduce the scope of its mandatory plans for the foreign 
exchange market and promote the role of market mechanisms. 


In accordance with changes in the supply-demand relationship of foreign 
exchange funds and increases or declines in exchange reserves, the state 
should make adjustments in the market's purchase and sale prices, either 
regularly or irregularly, in order to stimulate or slow down trading. It 
should set different purchase prices according to the different channels of 
foreign exchange and the specific conditions of different exchange-generating 
industries, in order to encourage exporting enterprises to continue dealing in 
those goods that foreign trade involve heavy losses in terms of foreign trade 
but have good overall social benefits; at the same time, it should set 
different sale prices according to the various uses of foreign exchange. Those 
consuming enterprises that use foreign exchange, such as those that import 
parts for processing and sale in China, should have their plans for the use of 
foreign exchange strictly controlled, and the sale price to them should be 
higher than the market average. For technological upgrading projects included 
in state plans, exchange may be sold at the market average. For projects 
involving the creation of export commodity bases that expand capacity for 
generating foreign exchange, consideration may be given to lowering prices 
appropriately and selling foreign exchange at prices below market average. The 
state can organically integrate the various prices to maintain a dynamic 
balance in exchange market prices. 


As foreign trade continues to grow, people are understanding ever more clearly 
the strategic role it plays in national economic development. We must 
enthusiastically explore ways to exploit this strategic role in our practical 
work, resolutely changing all those ideological concepts and rules and 
regulations that do not conform to this requirement, fully mobilizing the 
enthusiasm of regions, departments, and enterprises for developing foreign 
trade, focusing on reform of the foreign trade and exchange management system, 
and gradually establishing a characteristically Chinese socialist foreign 


trade system. 
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FOREIGN TRADE, INVESTMENT 


PROGRESS IN CUSTOMS WORK IN 1986 
Beijing GUOJI SHANGBAO in Chinese 17 Feb 87 p 1 


[Article by staff reporter Li Hongmei [2621 4767 2734]: "Remarkable 
Success in China's Customs Work"] 


[Text] In 1986, while striving to build the spiritual civilization, the 
General Administration of Customs of China adhered to the policy of 
progress and achieved remarkable results in strengthening the legal 
system and reforming customs work. In 1986, the customs exercised super- 
vision and control over 170 million tons of imported and exported goods, 
and inspected and cleared 48 million passengers and their luggage and 
goods, up by 8 and 22 percent, respectively, over 1985. Tariffs totaling 
14.4 billion yuan were collected in 1986. In the same year, 18,000 cases 
of smuggling were discovered, a 22-percent drop from 1985. These were 
reported by Nai Jie [2071 2638], director general of the General Adminis- 
tration of Customs, in summing up the work in 1986 at the national 
meeting of customs directors on 16 February. 


Customs work showed the most remarkable changes in 1986. Four major 
reforms were made in customs work. 


--Customs duty rates were readjusted, and preferential treatment was 
extended to a wider range of goods, giving play to the regulatory role 

of tariff. In 1986, tariff rates were lowered on some imported equipment 
essential for major construction projects at home; rates were increased 
on equipment for imported technology which could be produced at home; 

and a list of taxable items and rates was prepared for the imposition of 
regulatory taxes on production lines and related items. The scope of 
preferential tariff was expanded in accordance with China's foreign and 
industrial policies. Several preferential tax measures were adopted for 
some goods imported with loans from the China Investment Bank, and special 
equipment imported with domestic funds for exploitation of offshore oi 
and construction of infrastructure facilities. 


--The cargo management system was reformed. Inspection of export licenses 
was strictly enforced before clearance was given to commodities destined 
for Hong Kong and Macao. A followup control system was established for 
temporarily imported goods, bonded goods, and special low-duty and 
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duty-exempt goods. The system is enforced at various levels by the customs, 
the relevant departments in charge, and the enterprises, with the customs 
playing the major role. 


In coordination with the State Council's provisions for encouragement of 
foreign investment, the Customs Administration implemented procedures for 
control of materials and articles imported by foreign enterprises to meet 
their contracted export obligations. It also promulgated provisions for 
customs control over goods entering or leaving the special economic 
zones, and relevant rules for implementation. This has had some impact 
on further improving the investment environment for foreign businessmen 
and accelerating the export-oriented development of the special economic 
zones. 


--The control and inspection system on passengers, mails and goods was 
reformed. After reviewing the system of “passengers filling in declara- 
tions, customs making spot checks" practiced by the Kowloon, Gongbei, 

and Guangzhou customs offices in dealing with passengess from Hong Kong 

and Macao, and taking into consideration the normal international practices, 
a “red and green passage" inspection and clearance system, which is 

suited to China's conditions, was implemented. The system is highly 
effective and shortens the time for passengers to clear customs. 


Duty rates were lowered on wrist watches, cameras, refrigerators, video 

tape recorders, etc., brought in by passengers for their own use, and 
duty~paid prices of these items were readjusted accordingly. The provisions 
for the inspection and clearance of articles brought in or out by foreign 
embassies in China and their staff members, as well as the customs 
declaration procedures, were revised and liberalized. At the same time, 

the customs also reformed the supervision and control over incoming and 
outgoing mails, relaxed restrictions, and reduced the percentage of 

parcels to be opened. 


--The fight against smuggling was further strengthened. In light of the 
new situation and new problems in the fight against smuggling, certain 
policies for handling smuggling cases were readjusted. To concentrate 
efforts on cracking major cases, the General Administration of Customs 
focused on 10 major smuggling cases. It set up a seaborne antismuggling 
command, formulated regulations governing antismuggling patrol boats, and 
implemented centralized control and direction. It also stepped up analysis 
and investigation on smugglers taking cultural relics, raw silk, etc., 

out of the country, and promoted international cooperation against 
smuggling, hitting hard at major smuggling activities. 


12802/9190 
CSO: 4006/403 
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FOREIGN TRADE, INVESTMENT 


JLANGSU'S SUCCESS IN EXPORT LABOR 
Beijing GUOJI SHANGBAO in Chinese 12 Feb 87 p 1 


[Article by special correspondent Zhang Jianxi [1728 1696 3556]: "Jiangsu 
Making New Progress in Construction Projects Abroad and Supplying Labor to 
Foreign Countries"] 

[Text] Construction workers of Jiangsu Province, known for their “hard 
work, high quality, and speed" at home, are also doing well abroad in the 
highly competitive international market for construction work and labor 
services. In 1986, the Jiangsu International Economic and Technical 
Cooperation Corp signed contracts for overseas projects and labor services, 
worth $30.11 million, a more than 200 percent increase over 1985. 


The Jiangsu corporation strives hard to maintain the high quality 
standard of its work and to open up new markets. Projects completed and 
turned over to users last year met all quality standards and were spoken 
of highly by the host countries, thanks to the management methods used 

for top-quality model projects at home. Three large housing projects, with 
300, 400, and 257 units, respectively, built by the corporation in Kuwait, 
are praised by the Kuwaiti Government as “national model projects." After 
building the "Ming Xuan" garden for the Metropolitan Museum in New York, 
the United States, the corporation built another garden, the "Yi Yuan," 
last year for Vancouver City, Canada. It is praised by the municipal 
government as an “example of East-West cultural cooperation," and has won 
fame for classical Chinese garden architectural art. 


In the past few years, Jiangsu's labor services abroad have been changing 
from purely labor cooperation in construction work to technical services, 
and the people engaged have also been changing from physical laborers to 
technical workers. The Blue Nile Textile Co, a subsidiary of the Xia-la-fu 
{1115 2139 113] Co of Sudan, had suffered losses year after year due to 
chaotic management and low production efficiency. They had engaged 
technical personnel from Asian and European countries to help the company 
improve management and technical work, but without success. At the request 
of the Xia-la-fu Co, the Jiangsu International Economic and Technical 
Cooperation Corp sent engineers, technicians and skilled workers to Sudan 
to provide the company with managerial and technical services. They 
started with the management, helping the plant improve various management 
systems, and at the same time repaired the plant's equipment and tackled 
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tough technical problems. In only 3 months, the efficiency of the looms 
was raised more than 30 percent. Formerly, the plant had an average 

daily cloth output of only 19,000 yards. After the technical services, 

the average daily output has increased to 46,000 yards, and the highest 
daily output has reached 74,000 yards. The board chairman of the Xia-la-fu 
Co has decided that from now on the Chinese must be consulted before the 
plant makes any decision on major production problems. Another large 
textile mill in Sudan has just asked the Jiangsu corporation to send more 
textile technicians to work for it. 


At present, the corporation is engaged in a growing number of construction 
projects and labor services abroad. It has signed contracts for construc- 
tion projects and labor services with more than 20 countries including 
Kuwait, Sudan, Iraq, Benin, Somalia, West Germany and Japan. The fields 

of work have increased from the original machinery, construction, textile, 
transport, hydroelectric and light industries to include harbor loading 

and unloading, gardening, animal husbandry and veterinary science, irriga- 
tion and water conservancy, hotel and restaurant services, and other trades. 
In 1986, the corporation sent 3,900 engineers and technicians to work 
abroad. 


12802/9190 
CSO: 4006/403 


58 








FOREIGN TRADE, INVESTMENT 


BRIEFS 


SINO-SOVIET STEEL TRADE-~-This reporter has learned from the China Metals 
and Minerals Import and Export Corporation that in the past few years, 
Sino-Soviet trade in rolled steel has grown quite rapidly by a fairly large 
margin. It is learned that China imported 78,000 tons of rolled steel 
from the Soviet Union in 1983, which increased sharply to 580,000 tons 

in 1984, 720,000 tons in 1985, and 970,000 tons in 1986, more than 10-fold 
that in 1983. In addition to rolled steel, China has also imported some 
scrap ships, semifinished axles, pig iron, and scrap steel from the Soviet 
Union in the past few years. China's steel imports from the Soviet Union 
are carried out mainly as barter trade based on the principle of equality 
and mutual benefit. An overall balance is worked out each year between 
government agencies of the two sides. Therefore, in the past few years, 
while increasing steel imports from the Soviet Union, China has also 
increased the quantity and variety of exports to that country, including 
textiles, chemicals, minerals, fruits, soybeans, corn, etc. The steel 
trade between China and the Soviet Union has played a role in promoting 
trade relations between the two countries and contributed to the economic 
development of both countries. [Text] [Beijing GUOJI SHANGBAO in 

Chinese 17 Feb 87 p 2] 12802/9190 


CSO: 4006/403 
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ECONOMIC ZONES 


OPEN POLICY MAKES NEW HEADWAY IN 1986 


Hong Kong CHING-CHI TAO-PAO [ECONOMIC REPORTER] in Chinese No 8, 2 Mar 87 pp 
29-31 


[Article by special correspondent Lin Qihui [2651 0366 6540]: "China Makes 
Further Progress in the Implementation of the Open Policy"™] 


[Text] The year 1986 is one that has witnessed new achievements in the 
implementation of the open door policy and steady progress in the development 
of the open coastal regions. 


SEZ's Make New Breakthrough in the Establishment of the Foreign Trade 
Oriented Economy 


The work of opening the country to the outside world has basically established 
a multilevel pattern with different open areas in the form of SEZ's, coastal 
cities, coastal economic zones and the hinterland. The SEZ's represent the 
highest level of openness among these regions, occupying as they do a primary 
position in terms of autonomous powers in their external ecnomic operations 
as well as in the granting of preferential treatment to foreign investors 

in the establishment of factories. The way the SEZ's operate has an important 
influence on how the open policy is implemented. With the strengthening of 
macroeconomic control by the state, the SEZ's have been developing in a 
favorable manner and achieving better results than anticipated. 


In January 1986,.a meeting on the work of the SEZ's was convened in Shenzhen 
by the State Council to review the work done during the past 6 years, to 
study new situations and problems that had arisen and to set a clear-cut goal 
for the establishment of the foreign trade oriented economy based primarily 
on the industries and the integration of industries and trade in the SEZ‘s. In 
conformance with the macroeconomic guidelines set by the state, the four 
SEZ's proceeded in the course of the past year to readjust the industrial 
structure, to reduce capital construction investment, and to stress the need 
“to increase production, to raise the standard of operations and to achieve 
economic effectiveness." By directing their efforts toward the achievement 
of these goals, the SEZ's were able to make new gains and steady progress. 


First, industrial production has continued to climb and economic power to be 
further strengthened. During 1986, when capital construction investment 
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was considerably reduced (capital construction investment in Shenzhen was 
reduced 37 percent compared to the previous year), the GVIO in the four SEZ's 
still showed an increase of 20 percent compared to 1985. The Shenzhen SEZ, 
where another 100 newly established factories were put into operation, showed 
a more rapid rate of development than the other SEZ's. The GVIO in Shenzhen 
came to 3.4 billion yuan, showing an increase of 27 percent compared to the 
previous year; the structure of products was improved and further development 
was made by the export-oriented light industry enterprises and those in the 
machinery, textile, and food industries; the more basic products in the 
electronic industry, amounting in some cases to close to 50 percent, were 
manufactured domestically. In the Xiamen SEZ, emphasis was put on the 
technical reform of the many aged enterprises. By the end of 1986, some 40 
percent of the technology and equipment of such enterprises had been renewed 
to various extents and an increase of over 10 percent was registered in the 
GVIO. By importing what it needed from abroad and cooperating with various 
domestic units, the Zhuhai SEZ was able to establish 45 new industries 

during 1986, to increase to 99 the number of factories which have been put 
into operation and to show an increase of over 100 percent in the GVIO during 
the year. As a result of increased production, more profit taxes were paid 
by the financially profitable enterprises in the various SEZ's. An increase 
of 10 percent was registered in the financial income of Shenzhen and Xiamen 
in 1986 compared to the previous year. Although Shenzhen had to add to its 
expenditures the repayment of loans amounting to 190 million yuan by 
installments, it was still able to achieve a balance in its incomes and 
expenditures. In 1986, the Shantou SEZ, which had an income exceeding 30 
million yuan, was able to recoup 47 percent of its investment in construction 
projects. 


Second, an increase was registered in the amount of exports and foreign 
exchange ea~nings. That is a matter of utmost importance in the development 
of the external type of economy because, unless foreign exchange earnings 
from exports continue to increase to a certain level, the establishment of 
the external type of economy would have no meaning. During the past year, 
efforts were made by all the four SEZ's to develop the international market 
in order to increase foreign exchange earnings. That they have made 
considerable progress is testified by the considerable increase in the amount 
of exports compared to the previous year. The amount of exports increased 
by 24 percent in Shenzhen, 20 percent in Shuhai and 30 percent in Shantou, 
while exports undertaken by Xiamen also showed an increase compared to the 
previous year. Meanwhile, the ratio between the value of industrial export 
products and the GVIO also showed a notable increase. The export market has 
been extended beyond Hong Kong and Macao to 16 countries and regions, such as 
the United States, Great Britain, Japan, New Zealand, Peru, and India. Over 
60 percent of the products of a number of enterprises are being exported. 
Export commodities have changed from being primary and crudely made to 
intensively and skillfully processed products. 


Third, there was among the foreign investment projects a notable increase in 
the number of those that were of the productive type, that produced commodities 
for the export market and that were of a high technical standard. With the 
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objective of promoting the foreign trade oriented economy in mind, the four 
SEZ's strengthened their program for the utilizatior of foreign capital and 
paid greater attention to the work of selecting and granting approval to 
investment projects. From January to November 1986, 241 new agreements were 
signed for the direct utilization of foreign capital amounting to $284 million. 
Although the number of agreements and the amount of investment showed a 
decrease compared to the previous year, the $426 million of foreign capital 
which had actually been put to use was 64.8 percent higher than the amount 

for the previous year. Most of the new agreements were concluded by enter- 
prises producing export commodities with the encouragement of the state and 
enterprises that were of an advanced standard. Most of the imported industrial 
projects approved by Shenzhen were of a technically advanced standard with 60 
to 70 percent of their products being exported. Of the 34 projects imported 
by the Zhuhai SEZ, 33 were of the industrial type. Twenty-nine projects were 
up to the world standard of the early 1980's and 24 projects had to export 

70 percent or more of their production as stipulated in the contracts. Among 
the foreign investment projects imported by the Xiamen SEZ, special attention 
was paid to the development of products involving intensive technical know- 
how. For example, the navigation instruments produced by the SEZ have reached 
the standard of the prototypes of the United States and are being used on our 
ocean-going ships on research missions. 


Fourth, the basic facilities and conditions for production operations have 

been further improved. During the past year, efforts continued to be made 

by the SEZ's to strengthen the construction of basic energy production and 
communication facilities and to engage in a wide range of work to improve 

“the investment environment in a flexible manner" in the implementation of 

the "Stipulations Issued by the State Council to Encourage Foreign Investment.” 
In addition to setting up a foreign investment advisory subcommittee and a 
bureau for the administration of foreign investment enterprises, Xiamen also 
widened the scope of its services to foreign investment enterprises and 
established a "coordinated" government office to improve the rate of 
efficiency. The Xiamen SEZ also abolished seven unreasonable fees and reduced 
the amount of five. The practice was established by Shenzhen for banking 
organizations to engage in such operations as the extension of loans, the 
discounting of notes, the accommodation of foreign exchange requirements, and 
the extension of foreign exchange mortgage loans. The SEZ also issued treasury 
bonds and made a start in the establishment of a financial market to ease the 
shortage of circulating production funds. With a view to improving the standard 
of management, some SEZ's have established training classes for Chinese 
managers with the understanding that they would have to complete their training 
course successfully before being given employment. These measures have without 
a doubt made it possible for foreign investment enterprise to operate with 
success. 


Fifth, the new achievements which have been made in S&T development are 
indicative of the efficacy of opening the “technological window." By 
importing from abroad and cooperating with domestic units, for instance, 
Shenzen was able to speed up the rate of S&T development. In the course 
of the past year, for instance, 11 S&T projects were adjudged to have 


reached the required technical 
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standard, 8 of the more than 70 newly developed electronic products had 
reached the advanced international level and 6 were the first to have been 
produced domestically. One of the six, a laser scanner is a pattern setter 
in the nation. It is capable of storing a vast volume of words and materials 
over an extended period and of modernizing inspection devices. The miniature 
computer automobile inspection line, by making use of certain pieces of 
machinery imported from abroad and of complete sets of equipment produced 
domestically, is able to complete the inspection of an automobile in 8 
minutes and to come up with over 30 kinds of data. 


Speedy Technical Reform of Aged Enterprises in Coastal Cities Open to the 
Outside World 


The rate for the further opening up of the coastal cities to the outside 
world was second only to that of the SEZ's. Better developed economically, 
these cities have a sound industrial foundation and a high technical standard. 
Many of them are in fact considered industrial centers in the nation. 

However, they have many aged enterprises with outdated equipment and technology 
and the quality, design, and variety of their products need to be further 
improved. If the open door policy is to be implemented, these cities must 
give priority to the utilization of foreign capital for the importation of 
technologies and bring about the technical reform of the existing enterprises. 
In the last 3 years, these cities have consistently given top priority to 

the work of implementing the open door policy and made rapid progress. 
According to incomplete statistics, the 14 coastal cities imported 3,769 
technologies and pieces of equipment amounting to $2.87 billion between 1984 
and 1986. At the moment, 2,500 imported technological projects have been 
completed and put into operation. Fifty percent of the state enterprises 
have renovated their projects to various degrees, including those turning 

out various kinds of equipment domestically, and a powerful impetus has been 
given to the renewal and updating of products. There has been a notable 
improvement in the variety, quality, and grade of machinery, electrical 
appliances, textiles, and printing in Shanghai, bicycles and watches in 
Tianjin ard household electrical appliances and plastics in Guangzhou. 

Between 1.984 and 1985 alone, Dalian imported 375 technological items amounting 
to $270 million, or twofold the total amount for the previous 5 years; over 
half of the key industries have been renovated and their industrial standard 
has been upgraded; the machinery, textile, clothing, and plastic industries 
have taken on an entirely new look. Over half of the more than 500 new 
products that have been developed have reached the advanced domestic standard. 
A start has been made in the vroduction of whole sets of high-efficiency, 
energy-saving, large-sized products, such as small continuous casting 
machine, 520,000-ton urea installations, diesel engines for low-speed boats, 
energy-saving electrical machinery, plastic molding machine for making 

ground coverings combination cold storages and container forklifts. The 
technologies imported by Qingdao were instrumental in the renovation of close 
to 200 light industrial, textile, rubber, and electronic enterprises. 

Almost 20 new products which had been developed were able to meet the needs of 
the nation and almost 50 were able to satisfy the needs of Shandong Province. 
The technologies iimported for the installation of the Japanese Matsushita 
color television sets and equipment for the production of Agfa cameras 
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of the FRG were of an advanced standard; by importing technologies from the 
FRG, Qingdao was able to produce the only refrigerators rated four-star in 
the nation and to win the top rating given by the Ministry of Light Industry 
in 1985. 


The new look taken on by such products has resulted in an increase in the 
volume of exports. Following the adoption of technical reform, the textile 
industry in Nantong was able to export 65 percent of its products. During 
1986, the 14 coastal cities open to the outside world were able to increase 
their foreign exchange earnings 11.3 percent, a rate higher than the national 
average. 


Initial Achievements Made in the Economic and Technical Development Zones 


In addition to Wenzhou and Shanghai, the other coastal cities open to the 
outside world have all established economic and technical development zones. 
These zones differ from the SEZ's in that they have to depend on the old 
city areas as their mainstays, to put their emphasis on the import of 
industrial, S&T projects and to make use of the development of new technologies 
and products to promote the technical reform and economic development of the 
old city areas. During the past 2 years, much work has been done and notable 
progress made by the 12 economic and technical development zones which had 
already been established (including Minxing and Hongqiao in Shanghai, 
approved last year). By adopting the policy of "doing what is possible 

and developing the various projects one at a time," they have begun to 
engage in construction work covering 15 km, or some 13 percent of the 
projected area. The construction of the basic facilities within these 

areas has now been virtually completed and the basic requirements for the 
establishment of factories have been met. Cosntruction work is proceeding 
space in the various development zones while the import of various projects 
is underway. Up to the moment, 120 contracts for the utilization of foreign 
capital amounting to $170 million have been concluded. Added to that are 

90 projects of cooperation which have been concluded with various domestic 
units. These projects are mainly of three types: The first, accounting for 
some 13 percent of the total number, involves those of the technically 
advanced type calling primarily for the development of new technologies and 
products; the second involves those for the production of foreign exchange 
earning exports and the upgrading of the quality and increasing the amount 
of export products. Rather large in number, they account for over 50 percent 
of the total; the third involves those that are economically effective, 

that require small amounts of investment and that yield quick returns, high 
profits, and a rapid turnover rate. By the end of last year, 82 such 
projects had begun production operations, including 32 in the development 
zone in Guangzhou and 22 in the development zone in Tianjin. During the last 
year, the GVIO in these two zones came to 100 million yuan, foreign exchange 
export earnings exceeded $11 million and profits amounted to 12 million yuan. 
All the development zones imported a considerable amount of advanced 
technologies, such as those for the production of artificial heart valves, 
high-efficiency laser cutting machines, single clone antibody anticancer 
pharmaceuticals, holographic laser pictures and new fire-resistant materials 
to make up for the shortage of such products domestically. 
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The coastal economic zones open to the outside world in the Chang Jiang and 
Zhu Jiang deltas and the Xiamen, Zhangzhou, and Quanzhou triangular area in 
southern Fujian were established only a little over a year ago. With a view 
to implementing assiduously the policy of the state regarding the development 
of the economic zones open to the outside world, these regions have adhered 
strictly to the principle of "implementing the open door policy by making use 
of their own financial resources." In the implementation of the policy of 
promoting "trade, the industries, and agriculture," they have achieved 
creditable results in developing export-oriented industries, in the earning 
of foreign exchange, and in the development of agriculture. By the end of 
last year, these regicns had established over 300 sizable production bases 

for the export of subsidiary agricultural products. In 1985, the amount of 
such exports showed an increase of 20 percent compared to 1984 and an increase 
of 40 percent in 1986 compared to 1985. Intensive efforts were made by some 
of these regions to develop agriculture as a new project by producing crops 
suitable to the terrain and fertility of the land, by importing technologies 
for the intensive processing of subsidiary agricultural products, by increasing 
the value of exports and by developing agriculture for the purpose of earning 
foreign exchange. The city of Zhongshan and the county of Xinhui in the Zhu 
Jiang delta, for instance, have used low-yielding land for planting fruit 
trees and made use of fruits to produce beverages, candies, and food products 
for the export market. Some of the regions have speeded up the import of 
high-quality seedlings to develop new varieties of fruits, to increase the 
amount of production and to produce fruits of a high quality. The city of 
Zhangzhou, for instance, has imported 42 varieties of high-quality fruits 
from 15 countries and regions, including summer oranges from the United States, 
loquats from Japan and bananas from the Philippines and established 12 

export markets. Dongshan County in Fujian Province has imported oysters from 
the Pacific. Production per mu has been greatly increased and income has 
increased over sixfold. Other regions have directed their efforts toward the 
upgrading of traditional products, replaced the domestic market by the export 
market and substituted high-grade for low-grade products. By bringing about 
the technical reform of the silk and satin industry, Wuxian County in Jiangsu 
was able to promote the cultivation of mulberries and sericulture and to 
develop the filature, weavings, and dress-production enterprises. The 
quality of silk and satin has maintained top ratings consistently over a 

long period of time. Seventeen varieties of such products have won superior 
quality awards above the provincial level, while three have won silver medals 
awarded by the state. The amount of foreign exchange earnings has increased 
significantly year after year. Some of the coastal economic zones open to the 
outside world have established lateral links to further develop production. 

By establishing close ties with Suzhou, Wuxi, Changzhou, Nanjing, and Shanghai, 
for instance, Kunshan County in Jiangsu was able to generate joint production 
value of close to 400 million yuan and to create favorable conditions for 
breaking into the international market. The three cities of Xiamen, Zangzhou, 
and Quanzhou in southern Fujian have signed agreements for over 30 projects of 
cooperation to speed up the development of the delta area in southern Fujian, 
to promote the export of the products of the enterprises and to increase the 
amount of foreign exchange earnings. 
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Ongoing Utilization of Foreign Capital To Impruve the Investment Climate 


During 1986, agreement was reached for the establishment of 1,462 foreign 
investment projects, including 6 for the joint prospecting and development of 
petroleum resources in the high seas. These projects came to $3,308,000,000, 
or roughly 50 percent less than the amount for the previous year. The actual 
amount of investment, however, totals $2,155,000,000, or 10 percent more than 
the previous year. By the end of 1986, there were 7,780 foreign investment 
enterprises, including 3,210 joint investment enterprises and 4,390 joint 
cooperative enterprises. There were also 138 solely-owned foreign enter- 
prises and 42 oceanic petroleum development projects, some 50 percent of 
which have begun operations. These projects are indicative of the progress 
that has been made in the importation of direct investments. 


In 1986, the establishment of a foreign investment subcommittee under Gu Mu 
[6253 3668], a member of the State Council, to provide more effective leader- 
ship in the work of direct foreign investments has resulted in the adoption 

of effective measures for improving the investment climate. With the 
implementation of the "Provisions of the State Council for Encouraging Foreign 
Investments" (that is, the 22 Articles), the various regions have acquired a 


heightened awareness of the importance of utilizing foreign capital, come to 
an understanding of the guiding thought and formulated specific provisions 

for ensuring the autonomous powers of foreign investment enterprises and 
improving the conditions for production operations. With a view to implementing 
the 20-odd measures formulated by the "22 Articles," the various deparments of 
the State Council have made known, or are about to make known 11 specific 
measures. The rest will be announced before the end of the first quarter of 
the current year to make known in clearer terms the policy of the state. To 
provide more effective leadership in the areas concerned and to render more 
services to the foreign investment enterprises, the cities and provinces of 
Shanghai, Tianjin, Liaoning, Guangdon, and Fujian have set up foreign 
investment subcommittees and offices, adopted the policy of taking a "united 
stand" in dealing with foreigners, helped to resolve effectively the actual 
problems encountered by foreign investment enterprises and increased the 
efficiency of their operations. Many problems which had defied solution in 
the past have recently been resolved one after another so that the confidence 
of foreign investors has been bolstered. The favorable terms offered 
enterprises engaged in the production of export commodities and those that 

are technically advanced have proved to be particularly attractive to foreign 
businessmen. 


It goes without saying that certain shortcomings and problems that have 
surfaced in the work of improving the investment climate during the past 
year need to be further addressed. The open door policy of the party will 
be further implemented during this year and new progress will be made in the 
(readjusting, restructuring, consolidations, and improving) of such work as 
the macroeconomy is being further adjusted by the state. 


9621/7687 
CSO: 4006/416 
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ECONOMIC ZONES 


SHANGHAI TERMED IMPORTANT GATEWAY FOR ADVANCED TECHNOLOGY 
Hong Kong LIAOWANG OVERSEAS EDITION in Chinese 2 Mar 87 No 9 pp 17-18 


[Article by Shen Shiwei [3088 0013 4885]: "Shanghai Becomes Important Gateway 
for Importing Advanced Technology") 


[Text] Shanghai, the largest of the open cities, is experiencing great 
momentum in bringing in foreign capital and importing and absorbing advanced 
foreign technology. To date, the city has absorbed more than $1.85 billion in 
foreign capital, and more than 470 cooperative projects have been signed. As 
of the end of last year, the city had approved the creation of more than 220 
exclusively foreign enterprises, Sino-foreign joint ventures, and cooperative 
enterprises; of these, more than 100 have already gone into production or 
operation. Virtually all these new joint ventures are yielding excellent 
economic results and have achieved an overall favorable balance in foreign 


exchange. 


In Shanghai's economic circles, it is believed that importing and absorbing 
advanced foreign technology has strengthened Shanghai's domestic position in 
technology. It is now becoming a major gateway for the utilization of fureign 
investment and importing advanced foreign technology, and a bridge for 
transferring inland these advanced technologies and management methods. This 
is one major result of Shanghai's diligence in establishing an export-oriented 
economy . 


Developing New Knowledge- and Technology-Intensive Industries 


As China opens to the outside, Shanghai has given priority to absorbing 
knowledge- and technology-intensive new projects, particularly those in the 
high-technology field. The foreign capital being invested in Shanghai has 
undergone a striking change: it is moving away from the startup of tertiary 
industry toward industrial cooperative projects, and from small and mediun- 
size enterprises providing ordinary technology toward knowledge- and 
technology-intensive projects. 


At present, many of Shanghai's joint ventures and cooperative projects with 
foreign businessmen are knowledge- and technology-intensive enterprises, and 
some are high-technology enterprises. For example, a Shanghai-Hong Kong joint 
venture that went into production recently, the Huxing Electronics Corp, 
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specializes in producing floppy disks for computer information storage. This 
company was formed by combining the Huangpu Instruments Plant, the Shanghai 
Trust Consulting Co of the Bank of China, and the Mianxing Magnetic Tape Corp 
of Hong Kong; it imported production technology and key equipment at 1980 
international levels from the United States. The floppy disks manufactured by 
this company are now sold on the international market. The contract for the 
largest Australian-run cooperative project in Shanghai, a circuit-board plant 
with an annual output of 30,000 spgare meters, was recently signed in 
Shanghai. This plant will be cooperatively run by the Shanghai No 20 Radio 
Works and the PCL Co of Australia; it will adopt advanced foreign technology 
and methods to produce high-precision, high-intensity, high-reliability 
double-sided and multilayer boards. When the plant goes into production, it 
will play an important role in developing the microelectronics industry in the 
Shanghai region. The opening of the Shanghai Wang'an Computer Development 
Corp, created through joint investment by the Shanghai Computer Co and the 
Wang'an Zhongguo Corp, has attracted particular attention. This company is a 
high-technology enterprise designated by the Ministry of Electronic Industry 
that produces primarily small, Chinese-language VS computers. In the future, 
it will move into producing the Wang'an line of computer products and will 
develop application software for domestic users. The initial batch of products 


produced by this company will be marketed by the Shanghai Computer Oo. 


Construction plans for the so-called "Shanghai's Silicon Valley," the 
Caohejing Microelectronic Industrial Park, are now being implemented. This 
high-technology area will centralize development of computers, large 
integrated circuits, optical-fiber communications, and other new industries, 
to gradually form a high-technology "window" for Shanghai. To date, more than 
30 foreign companies and enterprise groups have visited the site and are 
discussing projects. The U.S. National Electronics Association and the U.S.- 
China Investment and Trading Co will recruit a number of high-technology 
multinational corporations and groups with worldwide influence to open an 
international information exchange center at the Caohejing Microelectronics 
Industrial Park, set up a technology consulting structure, and carry out 
international exchange and cooperation in microelectronics and other high 
technologies; ground has been broken and construction started on the large 
integrated circuit base project imported from abroad. 


In order to encourage foreign businessmen to establish knowledge- and 
technology-intensive enterprises, the Shanghai government is offering a 
preferential policy: it stipulates that, outside of the city's more bustling 
areas, land-use fees for advanced-technology enterprises will be waived for 3 
years from creation of the enterprise; beginning in the fourth year, fees will 
be paid at 50 percent below the standard rate, not to exceed 2.5 yuan per 
sgare meter. 


Bringing in Foreign Capital Through Multiple Channels 


Another particularity coming to the fore in Shanghai's opening to the outside 
is that the introduction of foreign capita] has entered a stage of mltiple 
channels and variety. When Shanghai brough': in foreign capital in the past, 
direct investment by foreign businessmen was much more common than indirect 
investment. According to statistics from the departments involved, by the end 
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of 1985 there were more than 160 approved direct investment projects from 
abroad, the investments amounting to $1.2 billion; although there were more 
than 190 indirect investment projects, they totaled only $100 million. In 
order to change this situation, the State Council gave its approval to 
Shanghai to raise capital directly from the international financial markets, 
with Shanghai doing its own borrowing and repayment and taking responsibility 
for its profits and losses; it also adopted varied modes of investment, 
gradually giving the utilization of foreign capital a new, varied, and 
multichanneled structure. Shanghai now makes use of the following means of 
raising capital: 


-—-Issuing bonds abroad. The Shanghai Investment Trust Corp issued bonds worth 
25 billion yen in Japan; this is the first time that Shanghai has tried 
raising capital in the international financial market. The bonds bore a face- 
value interest rate of 6.6 percent, with a term of 10 years. The bond issue 
has continuously maintained its full value in the Japanese securities market. 
The Shanghai Investment Trust Corp is using this capital to support industrial 
enterprises capable of exporting to generate foreign exchange in carrying out 
technological - This company has signed more than 30 loan agreements 
with such industries as metallurgy, chemicals, textiles, and household 
appliances, with loans totaling $240 million. 


-—-For projects having the capacity for loan repayment and generating foreign 
exchange, foreign commercial loans and World Bank loans may be utilized. For 
example, the Shanghai branch of the Bank of China raised 13.6 billion yen 
through the Mii Bank of Japan for the Duanjin Building and the Asia Hotel in 
Shanghai; from the Hanover Bank of the United States, the Industrial Bank of 
Japan, and the Bank of Tokyo, it also raised more than $160 in foreign 
exchange for the Pacific Hotel, the Yangzijiang Hotel, and the International 
Trade Center. 


--For certain projects lacking the capacity for repayment and generating 


exchange, the approach adopted involves greater use of long-term, low-interest 
loans, both intergovermmental and from international financial institutions. 


Shanghai's varied, multichanneled approach co bringing in foreign capital has 
attracted the attention of foreign financial and banking groups. France, 
Japan, the United States, Sweden, and other countries have now opened more 
than 20 bank branches and offices. They handle primarily exchange operations 


and raise foreign capital for Shanghai. 
Focusing on Intellectual Investment 


In the conference room of the Shanghai Electromechanical Plant, the people in 
charge of the various shops and departments are listening to a diagnostic 
report from a foreign consultant. The person giving the report is Ai-xi-tuo- 
ma~ya [1947 6007 5192 3854 0068], director of the dynamo plant of the Westgate 
Co of West Germany. He was hired by the Shanghai Electromechanical Plant as 
consultant to the plant director. After familiarizing himself with the plant, 
the foreign consultant offered pertinent comments on how the plant should 


establish a personal responsibility system and improve enterprise management. 
When the consultant had finished, he placed on the table some small tools, 
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quartz watches, briefcases and other small gifts and asked the plant director, 
Li Wenhua [2621 2429 5478], to tum them over to those people who contribute 
the most to improving the plant, and said, "The people who hope to get these 
gifts have to be the best workers!" The audience immediately came alive. 


This is a vivid description of how Shanghai is focusing on importing 
knowledge, which is another characteristic of Shanghai's intensive opening to 
the outside. Since 1984, there have been 44 projects that have brought skilled 
personnel to Shanghai, with more than 90 foreign experts being hired. This has 
had a positive effect on Shanghai's development of its economy and of new 
technologies. The Shanghai Petrochemical Works hired Chinese-American experts 
to undertake renovation of its vinyl cyanide installations, which led to a 
sharp increase in output and yielded more than 10 million yuan in additional 
profits each year. The Shanghai Lubricating Equipment Works hired foreign 
experts as consultants to assist the plant in designing and developing new 
products in order to bring the plant's products up to 1980 levels. By 
importing knowledge, Shanghai's engineering and technical personnel have 
expanded their field of vision and raised technological levels. 
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FINANCE, BANKING 


CHINA INVESTMENT BANK APPLIES FOR WORLD BANK LOAN 
Beijing RENMIN RIBAO OVERSEAS EDITION in Chinese 29 Dec 86 p 3 


{Article by Ding Jianming [0002 1017 6900]: "China Investment Bank Takes 
Fourth World Bank Loan; Diversification of Fundraising and Circulation"] 


(Text] "Further develop the scope of business, raise and circulate funds by 
diverse means, make the China Investment Bank a genuine investment bank with 
complete functions and unique characteristics." These were the words of the 
chairman of the China Investment Bank (CIB), Zhou Daojiong [6650 6670 3518], 
at a reception held on the evening of the 23rd on the occasion of the bank's 
fifth anniversary. 


Zhou Daojiong stated that since the CIB was established in 1981 the beginnings 
of a complete system of project evaluation and supervision have been created, 
and virtually all its loans have achieved good social and economic results. 
The CIB is constantly expanding its contacts abroad and has now established 
business relationships with more than 100 foreign financial institutions. 


Zhou said that during the Seventh 5-Year Plan the CIB wants to further expand 
its channels for utilizing foreign capital; in addition to utilizing more 
preferential foreign loans, including low-interest loans from the World Bank, 
it will also make correspondingly greater use of loans and export credit funds 
from several foreign commercial banks. 


The World Bank is preparing to issue its fourth loan to the CIB; this loan 
will be the largest ever given by the World Bank to any intermediate financial 
institution. 


The CIB's involvement is primarily to reloan the World Bank loan out to small 
and medium-size industrial projects in the interior. Beginning in 1982, the 
CIB took three World Bank loans amounting to $345 million; the fourth loan 
will almost equal the total of the previous three. 


In August of this year the State Council approved nine "windows" for raising 
capital from abroad; in addition to the CIB, these include the Bank of China, 
the Communications Bank, the International Trust Investment Co, and the five 
provinces and municipalities of Shanghai, Dalian, Tianjin, Guangdong, and 
Fujian. CIB officials say this bank's channels for borrowing foreign capital 
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will mow be increased from one to many, and it is axpected that more loans 
Will be taken from foreign commercial banks. This year nearly $60 million in 
comercial loans have been taken from two Japanese banks. Of this amount, 
$40.4 million is being used on the second phase of the Pingdingshan Cord 
Fabric Plant expansion project; when this goes into production in 1988, the 
plant will become the world's largest polyamide fiber cord fabric plant, 
enabling China to import $60 million less in cord fabric each year. 


In addition, the CIB is also preparing to make use of loans from the Asian 
Development Bank (ADB). The Chinese government is turning over the first ADB 
loan over to the CIB. The CI8 is now negotiating with the ADB. 
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SHORTAGE OF CIRCULATING FUNDS EXAMINED 
Reasons for Shortage 


Beijing CAIZHENG YANJIU [FISCAL SCIENCE] in Chinese No 11, 28 Nov 86 pp 9-15, 
22 


[Article by Huang Jubo [7806 5468 3134] and Sun Gang [1327 6921]: "Reasons for 
the Shortage of Circulating Funds") 


[Excerpts] I. Reasons for the Shortage of Circulating Funds 


It was in the latter half of 1985 that enterprises began to feel a shortage of 
circulating funds. On the surface of it, this shortage arose because of 
measures taken by banks to cut back on the money supply, but in fact this is 
not entirely the case. In 1985 the output value of state-run industrial 
enterprises increased 12.9 percent, while the occupancy of fixed-quota 
circulating funds increased 20 percent; from January through June of this 
year, the output value of state-run industrial enterprises rose 4.2 percent, 
whereas the rate of increase in occupancy of fixed-quota circulating funds 
remained around 20 percent. This problem of shortages in circulating funds 
arises when the increase in occupancy of circulating funds greatly exceeds the 
increase in production. For this reason, to attribute the shortage of 
circulating funds solely to problems in the supply of credit clearly does not 
correspond to objective reality. The problems here are the supply of funds and 
the application of funds. We know that movement of circulating funds is a 
condition for movement in social reproduction; it also mirrors movement in 
social reproduction. With the sharp increase in occupancy of circulating 
funds, enterprises also feel the shortage of funds and do not have enough to 
use. This contradiction is reflected in the process of transition from the old 
system to the new; the mechanisms of economic movement are not yet fully in 
place, and movements in social reproduction have appeared uncoordinated. 
Specifically, the following causes lead to a shortage of circulating funds. 


A. Unchecked Rate of Increase Leads to Excess Reserves and Overstocking of 
Finished Products 


1. The blind pursuit of output value and a high rate of increase created 
psychological factors for artificial shortages. In production, preparedness 
averts disaster, and construction units therefore hoard the means of 
production as bargaining chips in competing for projects; this leads to 
overstocking of supplies and occupies large amounts of funds. Taking steel as 
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, at the end of 1985 there were 23.4 million toms of steel products 


from some commercial departments in some areas, a high proportion of 
warehoused commodities such as black and white TV's, inferior-brand household 
appliances, and clothing are overstocked goods with sluggish sales. 


3. Unchecked importing and lack of complementary facilities lead to 
overstocking. For example, limited foreign exchange this year made it 
impossible for some enterprises reliant on imported parts for the production 
of color TV's to continue importing color picture tubes and parts, so their 
output dropped, yet the domestic components they had ordered continued to be 
delivered, to the extent that the occupancy of fixed-quota circulating funds 
continued to expand. 


The result of the unchecked increases and importing described above is several 
new structural imbalances occurring in economic movements, so that supplies 
and finished products are overstocked and large amounts of capital are tied 
up, which creates ossification in circulating funds. This is the basic cause 
of the contradiction between the sharp rise in occupancy of circulating funds 
on the one hand, and enterprises feeling there is a shortage of funds, on the 
other. 


B. Proportional Imbalance Between Accumulation of Fixed Assets and 
Accumulation of Circulating Capital 


In 1984 and 1985, the scale of investment in fixed assets grew too quickly. 
For the society as a whole, total investments grew 33.9 and 35 percent. For 
units under the system of public ownership, total investments grew 24.5 and 
39.4 percent, whereas total social output value for the same periods grew 13.8 
and 16.2 percent, and national income grew by only 13.9 and 12.3 percent. The 
growth in investment was more than double that of production. The scale of 
investment in fixed assets is out of control and is squeezing the existing 
production funds and causing dislocation in the accumulation structure. In 
1981 the accumulation of fixed assets accounted for 29.7 percent of total 
accumulation, close to the 30-percent average for the years 1952 to 1980. By 
1984 this percentage had dropped to 16.2 percent, which shows that the 
accumulation of fixed assets is also highly inadequate. Not only this, but the 
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increase in the scale of investment in fixed assets greatly increased the 
demand for complementary circulating funds, creating severe imbalances in the 
supply and demand for circulating funds. 


Second, the structural dislocation in accumulation is also related to the 
excessively rapid growth in bank investment loans. In 1985, total investment 
in fixed assets by units under public ownership increased 39.4 percent over 
the previous year; however, in terms of the source of funds, budgeted 
investments dropped 2.5 percent, while bank loans increased 86 percent. 
According to calculations by the concerned departments, in 1985 the various 
specialized banks and credit coops issued 33.6 billion yuan in fixed-asset 
investments (including 5 billion yuan recovered and reloaned), accounting for 
62 percent of the increase of 54.4 billion yuan in all deposits that year (not 
including deposits by financial departments). With support from bank loans, 
local governments and enterprises were moved to expand their investments in 
fixed assets; investments actually supported far exceeded the scale of 33.6 
billion yuan. Hence, there can be no doubt that bank loans for fixed assets 
are a major factor promoting growth in the scale of fixed-asset investment. 
The banks must make a decision to control the “bottomless pit" of fixed-asset 
loans and adhere to the principle of seeing first to loans for circulating 
funds, issuing investment loans only when there are resources left over. 
Otherwise, even if the sources of bank funds are increased again, it will be 
impossible to solve the problem of the shortage of circulating funds. 


C. Bank Credit Management System Is Still Incomplete, Exacerbating Conflicts 
in Capital Supply and Demand 


Funds are the manifestation in currency of material goods; they circulate with 
goods. The current bank credit management system is one of segmented control, 
i.e., credit is first allotted according to loan quotas for specialized banks; 
the specialized banks then reloan the funds to their own branches. It is 
difficult to adapt this vertical method of funds distribution to horizontal 
economic relationships, so that the unity of the circulation of funds in the 
national economy is in fact divided into crisscrossing horizontal and vertical 
segments; loan quotas are strictly divided by industry and region, which 
stifles the usefulness of money by the tiuwe it filters down to the local 
level. This artificially divorces the circulation of funds from movements of 
material goods, making it impossible to adapt the supply of funds to the 
demand for funds. Such an abuse of the system is difficult to measure when 
funds are plentiful; once the money supply tightens up, the conflict between 
supply and demand becomes more apparent. Because the total volume of funds is 
rather tight, each region seeks to grab onto some of those funds; they are 
reluctant and even refuse to let go of those funds. They set up roadblocks 
between each other, which leads to channels for the circulation of funds being 
completely cut off. 


D. A Lax Bank Settlement System Makes Enterprise Funds Turnover Difficult and 
Is a Direct Cause of Late Payments 


According to the provisions of the account settlement system, after an 
enterprise has shipped out its goods, it may ask the bank to handle the 
collection and apply for a settlement loan. However, because some banks find 
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it difficult to cut back on fixed-asset loans, they use the tight money supply 
as their reason for not following the settlement system. Some refuse 

collections, giving as their reason that the enterprise purchasing 
has no deposits with the bank; others do not issue settlement loans, as 
their reason that loan quotas are tight. For example, at the end of 1984 the 
Anshan Iron and Steel Corp had shipped out 102 million yuan in goods and had a 
settlement loan balance of 63 million yuan, with an acquisition rate for 
settlement loans on goods shipped out of 62 percent; at the end of 1985, the 


of 1985 the Wuhan Iron and Steel Corp's settlement 


enterprises have very strong objections to this; they believe that banks 
serving as settlement centers violate the rules and regulations and 
artificially create shortages of funds for enterprises, so that the late 
payments situation grows steadily worse. According to reports, another reason 
for the drop in the acquisition rate for settlement loans is the low interest 
rate for those loans, less than half the rate for ordinary and investment 
loans, and in 1985 the rates for circulating-fund loans and fixed-asset loans 
were adjusted upward, which further expanded the interest gap between 
settlement and other loans. Amidst the calls for running banks as enterprises, 
it is very difficult to deny that there is a tendency to compete in issuing 
high-interest loans in the pursuit of profits. 


III. Proposed Measures 


1. Strictly controlling the scale of investments in fixed assets is key in 
balancing total actual supply and total demand and is a prerequisite for 
improving the supply of circulating funds, eliminating excess reserves and 
restricting occupancy of funds. Most essentially, this means, first, given the 
current shortage of circulating funds, that if we are to increase the supply 
of those funds while not increasing total demand, we must be determined to cut 
back on the scale of investment; the top priority is to add no or few new 


determining the future scale of investment, consideration must also be given 
to the demand for matching circulating funds; not only is money needed to buy 
the pot, but some should also be held back to buy the rice. Starter 
Circulating funds should be included in the total investment; otherwise, the 
project should not be approved. Third, if fixed-asset investment loans are to 
be controlled, the amount of investment loans issued must correspond to the 
banks' actual, long-term sources of funds. Fourth, investment loans for 
projects planned by enterprises themselves should henceforth come out of their 
profits after taxes in order to prevent excessive distribution. 


2. In accordance with the Seventh 5-Year Plan, technical policy and long-term 
industrial plans should be formated, planned macroeconomic guidance should 
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be increased to overcome the lack of control, and industrial structure, 
product mix and technological structure should be realistically readjusted. We 
should truly establish the ideological concept that overproduction of 
intermediate products (including all semifinished products and components) and 
the production of inferior-quality products are the greatest waste. We should 
now resolve the following problems: a) enterprises producing inferior 
products and products not meeting market demand should be reorganized; the 
necessary economic measures and administrative procedures should be adopted to 
encourage them to shift their production and improve product quality; b) 
selection of assembly lines already installed or in the process of being 
imported and installed should be realistically reviewed, and any whose 
importation can be halted should be halted, those whose production should be 
converted should be converted, and those that are unfeasible should be closed 
Gown for the time being; c) within the possibilities of foreign exchange, the 
complementary production of Chinese-made components should be coordinated with 
imported components to halt the unchecked production of Chinese-made parts and 
encourage these enterprises to develop new component products from the 
approach of improved product quality and the degree of domestic production. 


3. ashe credit management system should be reformed to make the management of 
funds more flexible and promote development of production. The current 
management system under which the specialized banks are compartmentalized does 
not facilitate flexible management of funds and should be reformed. Reform of 
the credit management system must embody the principles of facilitating 
macroeconomic regulation and control as well as multidirectional circulation 
of funds and improved results. The central bank should have forceful authority 
and the appropriate economic measures, such as implenentation of varied 
systems of earnest money ard exerting macroeconomic regulation and control of 
the scope of lending and currency issues, to control the credit funds of the 
various specialized banks. Lending markets can be established among the 
various specialized banks and regions in order to increase the horizontal 
adjustment of funds, open up channels for funds, and reap greater benefits 
from capital. In addition, the approach of *reating the Industrial and 
Commercial Bank and the other specialized banks as economic entities needs to 
be discussed. Managing something as an enterprise is not the same as making it 
an economic entity. With the Industrial and Commercial Bank authorized to 
exert centralized control over circulating funds, the bank itself embodies the 
state's economic function and must ensure that state policy is implemented and 
must operate according to state plans. If deposits and lending are profit- 
oriented, this will necessarily tend to create an unwillingness to make low- 
interest loans, which makes it difficult to realize policies and to exert 
macroeconomic regulation and control. 


4. The basic function of banks as settlement centers must be insisted on, 
settlement discipline must be strictly enforced, and collection and payment 
methods benefiting production and circulation must be adhered to. Collection 
and payment are an economic measure for accelerating turnover of funds. After 
producing enterprises have shipped off their goods, they ask the bank to 
handle collection, while at the same time taking a settlement loan. After the 
buyers have paid (according to the contract, payment may be refused for the 
right reasons), the bank takes charge of transferring the settlement. 
Increasing bank supervision of settlements can prevent late payments and 
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violations of contracts. For several decades this approach has been effective 
in ensuring orderly socialist production and circulation. In recent years, the 
appearance of cutbacks on settlement loans and even failure to handle 
collections has been very damaging. As regards sales of small quantities of 
goods for which the collection and payment approach is not used, the method of 
note discounting now used makes it possible to alleviate the capital problems 
of units affected by late payments and is one form of settlement. However, it 
would not be wise to use this approach to replace entirely the collection and 
payment approach. We believe that banks should still adhere to the system of 
ensuring the supply of settlement loans. This is the only way to truly achieve 
the effect of monitoring economic activities and assuring normal economic 
opere*ions. 


5. As for excess reserve loans, they should in principle be strictly 
controlled, but any tendency toward arbitrary simplification should be 
prevented. Specific conditions should be specifically analyzed; loans urgently 
needed for normal production should be assured. Loans needed for normal 
production should not be refused just because some cases that should be 
penalized are strictly controlled (separate measures may be taken in these 
cases); this would affect normal economic growth. 


‘Strange Phenomenon’ 
Beijing CAIZHENG YANJIU [FISCAL SCIENCE] in Chinese No 11, 28 Nov 86 pp 16-19 


[Article by Xiao Jie [5135 2212) and Ding Xianjue [0002 0341 6030]: "What Is 
the Crucial Reason for the Current Shortage of Circulating Funds?"} 


[Excerpts] I. A Strange Phenomencn in Circulating Fund Supply and Demand 


In terms of use of and demand for circulating funds: at the end of June this 
year, the use of fixed-quota circulating funds for state-run industrial 
enterprises in Liaoning's budget reached 10.47 billion yuan, a 16.8-percent 
increase over the same period last year and far in —xcess of the 6.4 percent 
rate of growth in industrial production for the same period. Despite this, 
many enterprises are still claiming that there is a shortage of circulating 
funds. Some enterprises urgently need to purchase raw materials but have no 
money to pay for them; some enterprises, though realizing considerable 
profits, nonetheless seem unable to pay their wages; other enterprises are 
experiencing a severe shortage of cash, so that their bills due keep 
accumulating, and their trustworthiness on the market is such hat they cannot 
even write small checks, since merchants fear the enterprises are overdrawn 
and thus refuse to accept their checks. All these situations reflect the 
shortage of cash. Comparing statistics on 411 industrial production 
enterprises as of the end of May of this year compiled by the Industrial and 
Commercial Bank of Shenyang with the same period last year, fixed-quota 
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circulating funds increased 19.8 percent, while nonquota circulating funds 
occupancy increased 47.9 percent; however, cash currency decreased 12.5 
percent. This created a structural contradiction of increasing total volume 
with shortages in some areas. 


In terms oi the supply of circulating funds: this year, there was an excessive 
increase in loans for circulating funds; as of the end of June, the balance of 
circulating-fund loans issued by the Industrial and Commercial Bank of 
Liaoning had increased by 2.34 billion yuan, or 19.5 percent, over the first 
of the year. This exceeded the increase of 570 million yuan planned for the 
entire year and represented a 320-percent increase over the same period last 
year. Of this amount, the increase over the first of the year in circulating- 
fund loans for state-run industrial production enterprises was 1.81 billion 
yuan, or 26.4 percent, exceeding the increase for the same period last year by 
460 percent. In 1984, as there was an expansion of credit throughout the 
country, Liaoning Province had an increase in circulating-fund loans for the 
entire year of 1.9 billion yuan; in the first half of this year alone, 440 
million yuan more in loans was issued than in all of 1984. For these reasons, 
although last year's cutback on the money supply had some effect on the supply 
of circulating funds, the excessive increase in circulatiiig-fund loans this 
year means that the current shortage of circulating funds has ~ .sed being due 
primarily to banks cutting back on the money supply. With cre. ' #nding, it 
is absolutely necessary for the state to adopt a policy restr....~- the money 
supply. 


II. The Background to the Strange Phenomenon 


First, production structure and product mix are not adapted to market 
structure and consumption patterns, which creates sharp increases in the use 
of funds to produce finished products. This is one of the main reasons for the 
structural contradiction of an overall increase in circulating-fund supply and 
demand and shortages in some areas. This ultrafast increase in production 
creates an ever-growing processing industry, which has not only increased the 
unreasonable demand for circulating funds but has led to a great deal of 
duplicative production, so that the supply of many products exceeds demand for 
them, leading to sluggish sales and overstocking. This turns what should have 
been active money turnover into inactive money, and circulating funds are 
unable to circulate. At the same time, because we have not paid sufficient 
attention to structural readjustment as this ultrafast production cools down, 
and because market supply and demand change rapidly and consumers still have a 
tendency to seek out high-grade consumer goods, while current pricing policy 
has not been able to effectively guide consumption, a passive situation has 
been created in which enterprise product value and use value cannot be 
realized and in which funds for the production of finished products have 
increased greatly. There are also some enterprises whose products are already 
not selling but which, in order to maintain production, continue to demand an 
increase in bank loans; their products cannot be marketed and create further 
overstocking. The result is not only continued production and overstocking but 
also ever greater use of funds. Looking at the situation of the state-run 
industrial enterprises in the Liaoning budget, as of the end of June this year 
the use of funds for the production of finished products reached 2.13 billion 
yuan, an increase of 44.9 percent over the first of the year and 35.9 percent 





more than the same period last year. Approximately 500 to 600 million yuan of 
this was in overstocked products. As of the end of May this year, fund use for 
the production of finished products among 374 locally managed state industrial 
enterprises in Shenyang amounted to 720 million yuan, an increase of 69.4 
percent over the first of the year and 43.1 percent more than the same period 
last year. The percentages of increases in funds for the production of 
finished products in those industries having the greatest increases over the 
same period last year were: chemical industry, 35.9 percent; pharmaceuticals, 
76.6 percent; farm machinery, 133.7 percent; electronics, 124 percent; 
textiles, 40.7 percent; construction materials, 69.1 percent; automobiles, 


116.5 percent. 


Second, there is a relative shortage of cash used by enterprises to settle 
their accounts; large amounts of their circulating funds are used in putting 
out commodities. This is another of the main reasons for the structural 
contradiction of an overall increase in circulating-fund supply and demand 
with shortages in some areas. Product marketing funds and loans cannot be 
recovered; late payments between enterprises are becoming more and more of a 
problem this year. The relative insufficiency of cash no doubt has an impact 
on the great increase in funds occupied by enterprises to put out commodities, 
and the impossibility of recovering loans makes the supply of cash even less 
adequate. As of the end of June this year, use of funds in the Liaoning budget 
by industrial enterprises to put out commodities reached 2.03 billion yuan, an 
increase of 770 million yuan, or 61.5 percent, over the same period last year. 
The result of this mutual impact is that triangular and circular debt seems to 
affect every enterprise. The reasons that these problems have cropped up, 
besides the shortage of cash available to enterprises to settle accounts and 
large amounts of circulating funds being tied up by reserves of raw materials 
and warehoused products, are to be found in the following: 1) Some grassroots 
offices of the Industrial and Commercial bank still view capital as existing 
solely to bear interest; because loans to settle accounts are low-profit, 
short-term, and low-interest, there is a tendency to cut back on account- 
settlement loans and increase turnover loans, so that account-settlement loans 
are unable to serve their purpose. In the first half of this year, although 
there was a sharp increase in industrial circulating funds loans issued by 
Liaoning, the amount of increase in industrial account-settlement loans was 
down from the same period last year by 14.73 million yuan. 2) Some 
construction projects, including some key projects, have had inadequate 
budgetary estimates done, so that following price hikes they are unable to pay 
for goods. 3) Some enterprises producing fast-selling goods have no problem 
finding a market, but because the enterprises they sell to have overstocked 
products and are short of cash, they are unable to get paid on time, and this 
creates a chain reaction of fund shortages. 4) Commercial departments handle 
the marketing of the products of some enterprises, and sluggish sales make it 


impossible to get paid promptly. 


Third, shortages in supplies of raw materials and constantly rising prices 
have led to a large increase in use of reserve funds by enterprises. To keep 
their production from being affected by shortages of raw materials, 
enterprises have greatly increased their stocks of raw materials; stocks of 
rolled steel and other materials kept by many enterprises now amount to 3 or 4 
months' worth. Some enterprises even rush to purchase and hoard materials that 
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are unrelated to their production; these materials serve as special bartering 
goods that are exchanged for materials the enterprises actually do need. This 
unavoidably leads to sharp increases in the use of reserve funds. In the first 
half of this year, among the circulating-fund loans issued by the Industrial 
and Commercial Bank of Liaoning, loans for reserve funds increased by 670 
million yuan, accounting for 28.6 percent of the total increase in circulating 
funds. According to statistics on 411 state-run industrial enterprises in 
Shenyang, by the end of May of this year the increase in reserve funds 
corresponded to 280 percent of the growth in industrial production for the 
same period last year. Some of the increased reserve funds were the result of 
higher prices for raw materials; when prices rise, the amount of money 
required to pay for a given quantity of raw materials necessarily increases. 
Last year actual use of circulating funds in the 2,025 state-run industrial 
enterprises in Liaoning increased 1.64 billion yuan; of this, 500 million, or 
approximately 30 percent of the increase in circulating funds, was the result 
of price hikes. 


Furthermore, in the area of the supply of circulating funds, there are also 
these two types of structural shortages: First, the more investments in fixed 
assets expand, the greater the shortage of circulating funds. Of course, the 
supply of starter circulating funds for newly established enterprises should 
be assured when the enterprise investment is made. In reality, however, the 
circulating funds of many new enterprises are "congenitally deficient," with 
fixed and circulating funds not having been matched. With the unchecked 
expansion of fixed-asset investments in particular, the shortage of 
circulating funds becomes even greater. Second, very little of the profits 
retained by enterprises is distributed to circulating funds. At present, 
increases in circulating funds must come primarily from bank loans and from 
retained enterprise profits. Circulating funds taken out of retained profits 
are the enterprise's main source for constantly supplementing its own 
circulating funds. In fact, however, very little of the retained profits is 
distributed to circulating funds, which means that there is no assurance 
enterprises can normally supplement their own circulating funds and must rely 
excessively on bank loans. Of the profits retained by the state-run industrial 
enterprises within Liaoning's budget in 1985, only 49 percent went for 
miscellaneous production funds, while 81.32 million yuan, or 8.4 percent of 
production funds, was applied to circulating funds; this was 37.49 million 
yuan less than the proportion stipulated. This created a shortage in the 
enterprises' own circulating funds. 


Following the above analysis, we believe that the current shortage of 
circulating funds among enterprises is the consequence of macroeconomic 
emphasis on speed and the microeconomic pursuit of output value. It is 
certainly not due to a reduction in the total supply of circulatin; funds; 
ratner, at the same time the total supply of capital funds has increased, the 
structural supply and use of circulating funds have become inappropriate. 
Herein lies the crux of the matter. 


III. Proposals for Easing the Shortage of Circulating Funds 


A. Readjust production structure and product mix, ensure that demand for 
funds is reasonable, limit unreasonable demands for funds. Given the 
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inappropriateness of the present production structure, product mix, market 
structure, and consumption patterns, we must first tackle readjustment of 
production structure and product mix. We must enthusiastically support the 
production of products in short supply for which there is a market, in order 
to ensure that the demand for circulating funds for them is met. For the 
production of products in oversupply that crowd the market and vie for 
capital, and for those raw materials that are in sudden and brief demand, 
proper controls and guidance should be exerted. Some enterprises should have 
their production restricted or transferred; some enterprises should be shut 
down and transferred, or even go into bankruptcy. 


B. Open up channels for commodity circulation, cut back on funds for producing 
finished products. In the second half of this year, the emphasis should be on 
marketing products, further opening up channels of production and marketing, 
and strengthening hvurizontal relationships between industry and commerce; some 
commodities selling sluggishly in large cities should be marketed in small 
towns and the countryside. 


C. Enthusiasticaliy pay off outstanding bills and solve the problem of 
triangular debt. Given the problem of enterprises tying up too much capital 
to put out commodities, and severe triangular debt, the relevant Liaoning 
departments began in April to see that bills in arrears are paid off. This 
work has now expanded from the city and provincial realm to the entire 
northeast. This is very significant, and it should be carried further and 
developed nationwide. To this end, as the banks continue to exert resolute 
control over total volume, industrial account-settlement loans can be 
appropriately increased according to local conditions, and their application 
effectively controlled, in order to get past triangular debt. 


D. Further improve the supply and management of circulating funds. In its 
reform of the economic system, the state changed the way in which circulating 
funds are provided to enterprises; this approach is beneficial in doing away 
with such defects as the "supply system," and the "big rice pot," and in 
exerting the economic lever effect of bank credit. 


Solutions Suggested 
Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 12, 4 Dec 86 pp 38-40 


[Article by Li Fuchen [2621 4395 5256], Wang Xuanwen [3769 6693 2429], and 
Jiang Xiaofei [5592 1420 5481]: "Ways to Solve the Current Shortage of 
Circulating Funds") 


[Excerpts] In the last few years, there has been rapid growth in industrial 
circulating funds, particularly since the beginning of this year; the amount 
normally required for economic growth has been exceeded. In the statistics for 
budgeted state-run industries alone, the circulating funds quota from January 
through September this year increased 17.7 percent, from 146.7 billion yuan in 
1985 to 171.8 billion yuan; this is 11.3 percent greater than the increase in 
industrial production for the same period, which was 6.4 percent. 


Comparing the increase in bank loans for industrial circulating funds with 
annual expansion of production and rise in prices, from 1981 to 1983 
industrial production increased an average of 7.3 percent, commodity prices 
rose 1.9 percent, and industrial loans rose 9.5 percent; the increase in 
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industrial loans was roughly the same as the increases in industrial 
production and the cost of living. Work problems in 1984 led to an expansion 
of the amount of credit, and there was an oversupply of industrial loans. 
Although measures were taken to restrict demand in 1985, and loans were 
somewhat brought under control, industrial loans for the year still increased 
22.3 percent. This year the old pattern of fewer loans in the first half of 
the year and more in the second was reversed. The year started out quite 
strong; by the end of September, 33.54 billion yuan had been added, an 
increase of 20.9 percent, greatly exceeding the increase in industrial 
production of 6.4 percent and the rise in the cost-of-living index of about 5 
percent for the same period. The increase over all of 1985 was more than 4.3 
billion yuan. The magnitude and speed of these increases are unprecedented. 


In terms of the application of funds, it may also be explained that there was 
much use of industrial circulating funds, and the scale of lending was 
excessive. In 1985 the turnover time for industrial circulating funds was 100 
days; this year, from January through September this reached 113 days, a 13- 
day slowdown. The industrial output value provided by each yuan loaned dropped 


from 4.3 yuan for January through September in 1985 to 3.4 yuan; the ratio of 
rate of increase in industrial production to the lending rate of circulating 


funds rose from 1 : 0.46 to 1: 3.27. At 1985 capital-use levels, an 
additional 16 billion yuan in loans were provided from January through 


September this year. 


Summarizing the foregoing, it is easy to see that the circulating fund loans 
provided to industrial enterprises increased rather than decreased. We must 
not repeat our past approach of banks giving enterprises all the loans they 
seek; if we do, how will banks be able to have a positive impact on normal 
economic growth, given the new situation of reform of the economic system? 


Why Circulating Funds Are Still Said To Be in Short Supply 


Since there is rather high use of industrial circulating funds, and large- 
scale lending, why do the various regions, departments and industrial 
enterprises still say that circulating funds are tight? This question is 
rather complicated; there are many different reasons. To summarize the five 
main points: 1) funds are unevenly distributed from region to region, from 
sector to sector, and from enterprise to enterprise; 2) different banks exert 
different levels of control over loans, with some being objectively more 
stringent, others more relaxed; 3) circulating funds are diverted to capital 
construction and technological upgrading, thus expanding the scale of fixed- 
asset investments; 4) the scale of investments in fixed assets, particularly 
unbudgeted investments, is rising too sharply, increasing the demand for loans 
for circulating funds; 5) poor enterprise management is causing a decline in 
results from the application of circulating funds. Of these reasons, poor 
results are the main cause of the sharp increase in bank loans for industrial 
circulating funds. There are the following specific causes for this: 


1. Production is not geared to demand. Some people view social reproduction 
as a recycling of the original structure, only on a larger scale; they have 
not noted that the cycle of social reproduction is achieved through the 
process of constant change and progress in industrial and technological 
structure and, hence, focusing solely on output value, output and speed at the 
expense of variety, quality, and results leads to a product mix that is not 
geared to consumption patterns. The supply of high-grade, name-brand goods 
cannot meet the demand, while dependable, ordinary goods flood the market. 
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2. Inferior product quality and high prices. In 1985, increasing demand 
stimulated the development of a number of inferior-quality, high-priced 
products. No readjustments have been made this year. According to an analysis 
of data from the relevant departments, over one-third of the new finished 
products are second-rate, high-priced products of unpopular design produced in 
quantities greater than can be marketed. 


3. Circulation is blocked. Some commodities are difficult to market on the 
coasts and in the cities but do have markets in the interior and in rural 
areas. Persistent problems in the channels of circulation affect the 
circulation and sale of commodities. 


4. Compartmentalization of funds, stifling bureaucracy. Although a central 
bank system has been established, management still consists of administrative 
measures used to exert control via targets. Every loan passes down through the 
various specialized banks, and the enterprises generally manage them through a 
horizontal bureaucracy as well (except in a few industries, such as 
petrochemical companies, and so on). The distribution and application of loans 
is not coordinated and comprehensive, so that the limited funds cannot be put 
to full use. 


The problems with circulating funds expressed above cannot be solved merely by 
increasing loans. In the first half of this year the overstocking of products 
led to sluggish turnover of funds and severe arrearages on loans. In order to 
open up the channels of circulation, the banks issued 5 billion yuan in loans 
to pay off the arrearages; this helped turn around the situation at the tine, 
but because the basic problem of overstocked goods was not resolved, the 
problem of arrears on loans got steadily worse again in the second half of the 
year. This illustrates that it is not possible to keep things going merely by 
providing loans. On the contrary, the more loans are issued, the greater the 
overstocking of products and the waste of funds. 


Restraining Demand, Improving Supply, Increasing Results of Use of Funds Are 
Basic Ways To Solve Problem of Circulating Funds 


In recent years, the growth of the economy has informed us that relying on an 
expansion of bank credit to sustain the money supply covers over real problems 
and supports abnormal economic growth; this does not help enterprises improve 
their management or readjust industrial structure and product mix, so that 
production is not adapted to consumption. In the long term, enterprises 
believe that tight funds are a good thing; in a sense, this is the "labor 
pains" stage of the process of shifting from a product economy to a commodity 
economy. The banks, therefore, should not react to the demand for industrial 
circulating funds by opening the floodgates too wide and letting out a huge 
supply of loans. 


In order to create a good economic climate for reform over the next 2 years, 
the following proposals are offered: 


1. Readjust industrial structure and product mix to adapt them to changes in 
consumption patterns. As living standards improve, consumer demand undergoes 
corresponding changes, and the production plans and scheduling of departments 
and enterprises should be readjusted accordingly. Enterprises must quickly 
change their original production model toward a financial management model. 
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2. The arbitrary uniformity with which bank loans are issued should be 
changed. While demand is being restrained, the supply of loans should be 
flexible, with different cases handled differently. For enterprises with 
fairly good economic results and a rapid turnover of funds, access to money 
should be easy, and they should be supported through loans. For enterprises 
with rather poor economic results, overstocked products, and no markets, loans 
should be strictly limited. In particular, those enterprises that have 
overstocked commodities and ought to deal with the problem but do not do so 
enthusiastically should have their access to money resolutely restricted; in 


extreme cases, loans should be halted to encourage them to readjust their 
production and deal with the overstocking. This approach not only stimulates 
commodities, it also frees up funds that can be applied to the demands of 
normal production. 


3. The money market should be perfected as soon as possible to open 
horizontal channels of funds. Even more important for solving the problem of 
fund imbalances and unequal burdens than reinforcing bank management at all 
levels and doing proper equalization work, the money market system should be 
completed as soon as possible, especially short-term lending markets, to 
change the current situation of excessive compartmentalization, so that 
regions, sectors, and enterprises can undertake their own borrowing, lending, 
and equalization according to the regional and temporal disparities among 
themselves. 


4. The ability of enterprises to supplement their own circulating funds 
should be increased. The appropriate revisions and adjustments should be made 
in the categories and percentages of profit retention by enterprises; a 
category of supplemental circulating funds should be added to the five current 
categories of development funds, new product development costs, welfare funds, 
bonus funds and reserve funds. The actual percentage should be determined 
through study and consultation by the financial departments, banks, and 
planning departments. This approach not only facilitates controlling the scale 
of investmenis in fixed assets, restricting the expansion of consumption 
funds, and improving the results of the application of funds, it also eases 
the demand for bank loans. 


CSO: 4006/318 





FINANCE, BANKING 


FINANCIAL STATISTICS GIVEN FOR 1986 THIRD QUARTER 


Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 12, 4 Dec 86 p 37 


[Financial tables: "Financial Statistics, 3d Quarter of 1986"] 


[Text] Credit Revenue and Expenditure (Unit: 100 million yuan) 


Item Balance, End of 3d Quarter 
All deposits 4,868.20 
Deposits by enterprises 2,292.21 
Deposits by financial departments 405.72 
Deposits by institutions and organizations 381.08 
Urban savings deposits 1,364.82 
Rural deposits 424.37 
Debts to international financial institutions 101.56 
Currency in circulation 978.62 
Banks' self-owned capital 848.12 
Other 299.92 
Total sources of funds 7,096.42 
All loans 6,528.72 
Loans to industrial production enterprises 1,434.75 
Loans to industrial supply and marketing 
enterprises and supply departments 413.38 
Commercial loans 2,606.41 
Loans to construction enterprises 295.32 
Fixed-asset Loans 877.60 
Industrial and commercial loans to urban 
collectives and individuals 371.53 
Agricultural loans 529.73 
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Gold holdings 12.04 


Foreign exchange holdings 61.53 
Assets in international financial institutions 99.62 
Loans to financial departments 338.55 
Other expenditures 55.96 

Total funds in use 7,096.42 


Rural Credit Coops: Depesits and Loans (Unit: 100 million yuan) 


Item Balance, End of 3d Quarter 
Total, all deposits 846.38 

Collective farm deposits 60.86 

Township enterprise deposits 71.55 

Farm household savings deposits 695.61 

Other deposits 18.36 
Total, all loans 592.35 

Collective farm loans 46.49 

Township enterprise loans 243.69 

Farm household loans 302.17 
Exchange Rates, Gold and Foreign Exchange Reserves, Foreign Borrowing by the 
State 

1986 

Item July August September 
Exchange rates: 

Units with special drawing rights 4.4307 4.4698 4.5075 

Conversion to RMB (end of period) 

Dollars converting to RMB (end of 

period) 3.7036 3.7036 3.7147 

Dollars converting to RMB (average) 3.6382 3.7036 3.7066 

Gold reserves (10,000 ounces) 1,267 1,267 1,267 


Total foreign exchange reserves (100 
million dollars) 105.67 105.29 103.72 





Balance of state's foreign borrowing 
(100 million dollars) 


13322 
CSO: 4006/318 
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AGRICULTURE 


RURAL SURPLUS LABOR PROBLEM EXAMINED 


Beijing NONGYE JINGJI WENTI [PROBLEMS OF AGRICULTURAL ECONOMY} in Chinese No 
12, 23 Dec 86 pp 42-44 


Article by Mei Fangquan [2734 2455 2938], Agricultural Economics Institute, 
Chinese Academy of Agricultural Sciences: "China's Surplus Rural Labor Force 
To Remain at 100 Million at End of Century") 


[Text] The goal and speed of transfer of the work force engaged in farming 
will be determined by the goal and speed of development of the rural economy 
as well as of the entire town and village economy, and the transfer will 
proceed in tandem with readjustments to the makeup of rural industry. 


I. Virtually Impossible for Township Enterprises and for Forestry, Animal 
Husbandry, Sideline Occupations and the Fishing Industry To Assimilate the 
Entire Surplus Rural Labor Force 


Transfer of the work force engaged in farming will be decided primarily by two 
conditions as follows: One is capacity for assimilation through development 
of nonagricultural industries and by forestry, animal husbandry, sideline 
occupations, and the fishing industry. The second is the possibility of 
releasing labor through expansion of the scale of farming operations. The 
speed of this transfer will be decided, in turn, by the labor productivity 
rate of each industry and by differences in cash earnings, which is to say the 
degree to which township enterprises and forestry, animal husbandry, sideline 
occupations, and the fishing industry are able to absorb labor. Analysis of 
the increase in output value, rise in the labor productivity rate and the 
amount of shift of the labor force in each rural industrial sector for 1980, 
1985 and 2000 shows that when there is a general rise in the growth of output 
value in each sector, for every 80 million members of the work force 
transferred out of agriculture, for other than the farming industry and 
agriculture, there will be a general decline in the extent of growth of the 
labor productivity rate (the labor force per capita output value) for township 
enterprises, forestry, animal husbandry, sideline occupations, the fishing 
industry and for all rural labor. Changes in the transfer of the labor force 
and the productivity rate in each sector are as shown below. (See attached 
table) 
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1. When the work force engaged in farming declines from the 250 million of 
1985 to 170 million in 2000, i.e, a reduction of 8¢ million, the output value 
of the farming industry will increase 40 percent, and the per capita output 
value of the work force will increase 106 percent, 2.6 times higher than the 
rate of growth for output value. During the same period, the amount of land 
farmed per unit of the work force will increase from 6 m to 8.8 m of 
cultivated land. This will help hasten increase in the cash earnings of 
workers in the farming industry and will gradually narrow the income gap 
between rural and industrial workers. 


2. The output value of agriculture, animal husbandry, sideline occupations, 
and the fishing industry increased 76 percent between 1980 and 1985 and a 134- 
percent increase is forecast between 1985 and 2000. If during the same period 
the work force increases from 54 million to 100 million, increased output 
value per capita of labor force will decline correspondingly from 63 to 26 
percent. This is to say that the amount of increase in output value per capita 
of work force will be only one-fourth that of the farming industry. In 1980, 
output value per capita of the work force engaged in forestry, animal 
husbandry, sideline occupations, and the fishing industry was 1,120 yuan or 
2.08 times higher than the 538 yuan per capita in the farming industry. In 
1985 the two were 1,822 yuan and 771 yuan, respectively, the former 2.36 times 
higher than the latter. Income from forestry, animal husbandry and sideline 
occupations was much higher, exerting a very powerful attraction. 
Consequently, during these years the speed of increase in development of the 
animal husbandry and aquatic products sectors was far higher than for the 
farming industry. However, by the year 2000, though the output value of 
forestry, animal husbandry, sideline occupations and the fishing industry will 
have increased 2.34 times over 1985, output value per capita will be only 45 
percent higher than in farming, a two-thirds decrease. The rate of growth in 
cash income per capita of the work force will also decline greatly, thus, 
weakening the attraction for a shift of the work force from farming. 


3. For township enterprises, the years 1980 through 1985 have been a period of 
high-speed development. Output value increased 4.7 times and the work force 
increased 2.3 times. Output value per capita of work force rose from 2,830 to 
3,664 yuan, up 30 percent and double the output value per member of the work 
force in forestry, animal husbandry, sideline occupations, and the fishing 
industry. This exerted a very strong attraction for the agricultural labor 
force. However, by the year 2000, speed of development of township 
enterprises will certainly be unable to attain the level of the past 5 years; 
nevertheless, it will still increase from the 256.5 billion yuan of 1985 to 
750 billion, up 2.9 times, making it the most rapidly developing rur?) 
industry. If the labor force increases from the 70 million of 1985 to 200 
million, output value per capita of the labor force can be kept at only the 
3,75 yuan level, substantially no increase over a 15-year period. This is 
clearly not in keeping with economic growth laws. If by the year 2000 the 
output value per capita of the work force in township enterprises reaches the 
current levels attained in developed counties of southern Jiangsu Province, 
namely an average 5,000 yuan, then all township enterprises will be able to 
accommodate only 150 million workers. Looked at in terms of per capita output 
value, by the end of the present century per capita output value for township 
enterprises will still be lower than for forestry, animal husbandry, sideline 
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occupations, and the fishing industry and close to the average for 
agriculture; thus, the capacity of to: ship enterprises to absorb farm labor 
is even smaller. 


Analysis of each of the aforementioned industries shows the following: 
Transfer of 80 million members of the work force out of the farming industry 
is feasible and necessary; however, it is virtually impossible for forestry, 
animal husbandry, sideline occupations, and the fishing industry and for 
township enterprises to assimilate another 180 million members of the work 
force. A more feasible plan is as follows: A change in the ratio of the per 
capita output value per worker in the three sectors of farming, the forestry, 
animal husbandry, sideline occupations, and fishing imlustries, and township 
enterprises from the 1:2.4:4.8 of 1985 to 1:1.8:3.2. This would not only 
shorten the disparity in per capita earnings among the three kinds of 
industries, but would also maintain the attraction of forestry, animal 
husbandry, sideline occupations, and the fishing industry as well as township 
industries for a shift of the labor force from farming. However, this would 
mean that the surplus rural labor force of 100 million would have to rely on 


arrangements by forces outside of rural villages. 


II. Shift of the Agricultural Labor Force Will Require Adoption of a Series of 
Major Policies and Measures 


The synchronous occurrence of tie process of shifting the labor force out of 
farming and the process of expending the scale of farming operations entails 
serious attention now to the problem of the use of labor during key seasons in 
agriculture and in key agricultural jobs. The ability of forestry, animal 
husbandry, sideline occupations and the fishing industry, and of township 
enterprises to absorb the farming industry labor force will be decided 
primarily by how much building is done of basic facilities and of multilevel 


service systems. 


1. Rural farm machine power will have to develop to the levels current in 
developed areas of .7iangsu and Zhejiang provinces, i.e., 30 horsepower per m 
of cultivated land. This will require 450 million horsepower nationally 
(figured in terms of the prevailing level of farm machinery efficiency), which 
means that the agricultural work force will have to decline from the currert 
80 percent *o 50 percent of the total rural work force. 


Mechanization of the farming indu~cry will have to proceed in tandem with a 
transfer of the labor force. The emphasis will have to be on the very busy 
seasons in farming known as the "double rush" in the south and the "three 
summers" in the north, and on machines for harvesting, threshing, and 
cultivating for the gradual building of a farm machine service systen. 


Increase in the labor productivity rate will have to proceed in tandem with 
increase in the soil productivity rate. This is a factor that has to be taken 
into consideration for farming operations at a proper scale. More building of 


the technical services sysiem will have to be done, techniques suited to the 
simplification of farm crops developed and economic results increased in order 


to reduce unnecessary labor inputs. 
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2. Achieving a timber output of 100 million cubic meters by the year 2000 
will require the planting of 65 million mu of quick-growing, bumper-yield 
forests cor which a corresponding investment of funds will have to be made 
during the Seventh 5-Year Plan. Developmental production of various kinds of 
economic forest trees will require arrangements for a corresponding amount of 
loan funds and taking account of both long- and short-range goals in order to 
be able to attract: labor forces to go into the mountains. 


The goal of producing 60 billion jin of meat, 30 billion jin of eggs and 60 
billion jin of milk will require the amassing of loans and funds for the 
building of basic facilities for the four systems, namely fine breeds of 
livestock and poultry, epidemic prevention and control, livestock feed supply, 
and processing, storage, and transportation of livestock products. Building 
aquatic procucts bases will also require corresponding basic facilities if the 
work force is to shift over to then. 


Simultaneous with collective and individual pooling of funds for the 
development of township enterprises, the state will have to give emphasis to 
providing needed fund support for market towns. When basic facilities are 
available, not only can these towns be laid out rationally, but a basis will 
exist for attracting funds, a labor force and technology. 


3. Realization of coordination between cities and towns will require 
centralized planning bv secondary and tertiary industries in cities and 
secondary and tertiary industries in rural villages either to assimilate 100 
million members of the work force into medium and small cities or to place 
some urhan secondary and tertiary industries in small cities and towns for 
development. An analysis made above showed rural secondary and tertiary 
industries as being able to absorb only 150 million members of the work force, 
and forestry, animal husbandry, sideline occupations, and the fishing industry 
as being able to accommodate only 80,000 members of the work force. This means 
that arrangements will have to be made outside of rural villages to take care 
of another 100 million members of the work force if normal increase and 
balanced growth are to be assured in the labor productivity rates and economic 
returns of all rural industries. Otherwise, the retention in rural villages of 
this surplus work force of 100 million will not only obstruct a rise in labor 
preductivity rates and rule out the use of new technology, but also will hold 
in check development of the entire urban and rural economy and improvement in 
the people's standard of living. 


9432 
CSO: 4006/339 


93 











STATUS, TRENDS, SUGGESTIONS FOR JIANGSU FARM MECHANIZATION 


Beijing ZHONGGUO NONGJIHUA BAO in Chinese 24 Feb 87 p 2 


[Article excerpted from “Survey Report on the Status of Agricultural 
Mechanization in Jiangsu Province": “Preliminary Analysis of Jiangsu 
Province's Strategy For Developmont of Agricultural Mechanization"} 


[Text] Since the 3d Plenum of the 1lth cpc Central Committee, rural Jiangsu 
Province has instituted a series of reforms for the rapid development of a 
rural commodity economy that have accelerated demand for the mechanization of 
agriculture and have resulted in fairly rapid development of agricultural 
mechanization as well. 


I 


Between 19°" and 1985, the peasants put up a total of 1.72 billion yuan for 
the pu-’ =. of farm machines. This was 41.4 percent of the total value of 
farm m% @ assets for the whole province. Even more striking was that some 
rura’ villages around Wuxi and Changzhou, whose economies had developed 
rapidly and that had a good industrial base, invested profits from rural 
enterprises in mechanization to explore possibilities for expanding 
operations, advancing toward mechanizaticn of the whole production process. 


During the Sixth 5-Year Plan, power used for agriculture throughout the 
province showed a net annual increase of 1,126,000 kW (1.53 million hp), 
surpassing any previous period. As of the end of 1985, the amount of power 
used for agricultural purposes reached 16,773,000 KW (22.79 million hp), up 49 
percent from 1980. The number of large and medium tractors reached 19,000 in 
an 18.4-percent increase. The number of hand tractors reached 491,600, a 92- 
percent increase. In mechanization-weak northern Jiangsu, small tractors ana 
diesel engines also spread rapidly among peasant households. The area around 
Wuxi and Changzhou began to expand the use of small tractors, harvesting 
combines, factory methods for the growing of seedlings for paddies, and rice 
tiansplanting machines. As the numbers of farm machines and implements 
increased, the level of farm mechanization also rose. Machine plowing and use 
of electromechanical devices for irrigation and drainage increased, and both 
threshing and plant protection operations were substantially mechanized or 
semimechanized 
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II 


In 1985, state farms owned 6.4 percent of the gross value of farm machines in 
the whole province; collectives owned 52 percent; peasant households owned 
41.3 percent; and newly formed partnerships owned 0.14 percent. 


An overwhelming majority of the 2,045 rural farm machine management and 
service stations throughout the province changed from being solely managerial 
in nature to providing both management and services. Simultaneous with doing 
a good job of managing and providing services, they launched economic 
diversification in a gradual transition to economic entities. Farm machine 
specialized service organizations, e.g. seedling propagation and plant 
protection, developed steadily, increasing to 5,005 by 1985. At the primary 
level in rural villages, they suited general means to specific circumstances, 
those in which machines were largely collectively owned establishing rural 
farm machine service units. Those in which machines were owned largely by 
peasant households depended on local cooperative economic organizations or on 
rural citizens committees to provide rural farm machine managerial personnel 
or machine work instructors. As of the end of 1986, there were 8,155 rural 
farm machine units in the whole province, 22.6 percent of the total in rural 
villages. They had 25,900 farm machine managerial personnel, 72 percent of the 
total in rural villages, forming a substantial farm machine service network. 


III 


Farm machine production and marketing have risen continuously in Jiangsu 
Province since 1982. In 1985, the farm machine industry's output value reached 
1,416,000,000 yuan with profits of 21.6 millicn yuan. Rural transportation 
developed very rapidly to a substantial size. In 1985, households specializing 
in transportation in the province numbered 275,700 and owned more than 70,000 
power boats of nearly 1 million tons, or 87 percent of the tonnage owned by 
transportation units at the county level and abov2. They had 120,000 tractors 
and farm vehicles totaling 172,000 torn., which was 28 percent of the tonnage 
owned by transportation units at the county level and above. Total earnings 
from transportation amounted to 2,338,000,000 yuan in 1985, becoming the main 
nonagricultural source of income in the province. 


IV 


During the Seventh 5-Year Plan, agriculture will make another step upward with 
rapid development of township enterprises, economic diversification and social 
service trades. Transfer of the agricultural work force will also accelerate 
and peasant "difficulty in farming fields" will increase, urge..cly requiring 
that socialized services be provided principally in the form of farm 
mechanization. 


The level of farm mechanization in Jiangsu has risen steadily as the rural 
ecoricmy has developed. The 1970's were a time when hand tractors rapidly 
became commonplace. Hand tractors were suited to the farming of small plots 
and to rural purchasing power; they could be used in many different ways and 
their price was low; consequently, they were well received by the peasants. 
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1. The Level of Farm Mechanization Has Risen With Development of the Rural 
Economy 


In densely populated Jiangsu, change and development of the structure of the 
rural economy has been dictated by the transfer of the agricultural work force 
to nonasricultural work. The investment of animate labor has declined 
steadily, necessitating the replacement of manpower with machinery to increase 
the agricultural labor productivity rate. In this sense, mechanization both 
reflects the level of agricultural producticn and rural socioeconomic 


development. 


2. Regions With a Different Level of Economic Development Also Have Different 
Needs for Farm Machinery 


Rural areas in southern Jiangsu have formed a new pattern in which rural 
industry is paramount, the collective economy is paramount, and the commodity 
economy is paramount. It iacks a sufficient work force for farming, and the 
decline in work force quality already threatens agricultural stability. In 
order to coordinate the development of agriculture, sideline occupations, and 
industry, these areas devoted firm attention to the important link of 
mechanization. Development of mechanization hastened both the intensivity and 
modernization of agriculture. At the same time, it emancipated more of the 
work force from the land for industry and sideline occupations. Some 
industrially developed villages did not hesitate to spend several hundred 
million yuan to buy farm machines and implements in order to make most 
effective use of their manpower resou.‘ces. 


In northern Jiangsu areas where the economy got off to a late start and the 
economic foundation is fairly weak, most of the work force lingers on the 
land. A survey showed that during the busy season when farming is highly 
intensive, the peasants need machines and implements to rush plant and rush 
harvest in order to insure bumper yields. They believe that they "cannot do 
with fewer people and that they cannot leave." However, during the slack 
season, a substantial amount of the work force has nothing to do, so selective 
mechanization is the only thing that is appropriate for them. During the 
Seventh 5-Year Plan, emphasis is to be placed on developing small, multiple 
use, low-energy-consumption and high-benefit machine techniques. While 
popularizing new machines and implements that save labor, save funds,.and are 
remarkably economically effective for sowing wheat, barley, and naked barley 
seeds without the necessity for plowing, for digging ditches, for plant 
protection, for cutting and drying, and for threshing, these areas should also 
promote the raising of poultry and livestock, the breeding of aqua ic 
products, and the use of machines for transportation and for pro-essing 
agricultural and sideline products as production of agricultural and sideline 
products and development of natural resources dictates. 


The situation in ordinary economically developed areas is basically in between 
that of the foregoing two areas. Their farm machine needs are determined by 
development of their rural economies. Some of them have urgent needs, while 
needs are optional in others. The latter are a higher percentage. 
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Statistical analysis of 36,084 villages in the province shows that in 7,270 
Villages, or 20.2 percent, per capita income is 600 yuan or more. The daily 
wage in such villages is 4 yuan or more per capita. A step forward may be 
taken during the Seventh 5-Year Plan to take the lead in mechanization. In 
15,467 villages, or 42.9 percent of the total, per capita income is between 
40C and 600 yuan. These villages, with a daily wage of between 2.60 and 4 yuan 
may select suitable techniques for optional mechanization. In the 8,759 
villages, or 24.2 percent, that have a per capita income of 300 to 400 yuan 
and in which the daily wage is approximately 2 yuan, manpower, animal power, 
and electromechanical power should be used at the same time. They should 
select machines to do work when manpower and animal power cannot do as well or 
cannot produce equivalent results, using them primarily on production projects 
urgently in need of machine operations. The 4,508 villages in which income is 
300 yuan or less per capita make up 12.7 percent of the total number. In these 
Villages, peasant problems of sufficient food and clothing have not yet been 
scoived. They do not have the strength for investment in needed machines to 
fight disasters and safeguard production. They require state support. 


3. The Emergence of Farming On a Proper Scale Has Raised Farm Mechanization to 
an Important Position in Rural Economic Development 


As a result of the large-scale transfer of work forces in economically 
developed areas, fields have begun to be concentrated in the hands of capable 
farmers, and farms of a proper size have come into being. However, their 
consolidation and development cannot be independent of an increase in the 
level of mechanization. If the scale of farming is expanded now and farm 
mechanization does not keep up, this can necessitate the hiring of many 
laborers. As a result, farming will be done nonintensively and the land 
productivity rate will decline. Developing of farming on a proper scale 
provides direct impetus to the mechanization of agriculture. Investment in 
farm machines on the basis of benefits of scale will make it possible to lower 
farming costs and increase profits. Mechanization will also promote 
development of agriculture on a proper scale. Thus, the two matters are 
complementary, mutually restricting and mutually reinforcing. 


4, Proceed From the Principle of Benefits in Expanding the Scope of Farm 
Mechanization Operational Services 


During the Sixth 5-Year Plan, it was transportation machines for which the 
average speed of increase was highest among all farm machines. The large-scale 
use of tractors for hauling was urgently required for the circulation of 
commodities following development of the rural economy, and it was a 
reflection of objective economic laws. Obviously, the development of 
mechanization will inevitably be restricted by the commodity economy and the 
laws of value. Basically, the mechanization of agriculture is really the use 
of funds and technology to take the place of work force to obtain economic 
benefits. When the level of rural economic development reaches the point 
where wages per workday are higher than the cost of using machines, the use of 
farm machines can spread rapidly. Conversely, when there are jobs for which 
machines cannot be widely promoted, this is a basis for deciding what machines 
might be used, and it is also a key point in farm mechanization. 
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5. Institution of a Dual Level Operating System in Agriculture of "A 
Combination of Centralization and Decentralization Based on Households," 
Objectively Requiring Different Forms of Farm Machine Operations To Go With It 


Forecasts call for mostly collective farming in southerm Jiangsu during the 
Seventh 5-Year Plan Period and the establishment of rural farm machine service 
contingents. Farming by individual peasant households and groups of peasant 
households will be ancillary. In northerm Jiangsu, farming by individual 
households will predominate, farming by groups of peasant households being 
ancillary. 


In view of the characteristics and conditions of rural economic development, 
in addition to doing a good job of managing and providing services, grassroots 
farm machine stations and contingents should make full use of available 
equipment and technical forces for economic diversification that enhances 
economic strength. This is a major way in which to advance farm 
mechanization. During the past 2 years the kinds of services provided by farm 
machine stations in Jiangsu Province have steadily increased and both output 
value from operations and profits have risen year by year. Over the long tern, 
they may become a socialized service industry in the blooming of the rural 
economy . 


As the economy has developed, a shift has continued in the farming work force. 
This means that science and technology will have to be used to equip 
agriculture and a path of intensified operations followed. This will require 
using the mechanization of agriculture as a salient tor the modernization of 
agriculture, the suiting of general methods to specific circumstances, those 
who become wealthy first mechanizing first for steady and healthy 
modernization selectively and in key areas. 


A. Need to strengthen leadership of farm mechanization work. The peasants, 
particularly cadres and the masses in economically developed areas, are 
looking forward to mechanization. They say, "The real springtime of 
agricultural mechanization has arrived.” Thus, in some rural areas where 
conditions permit, allowing those who have become rich first to mechanize 
first holds important significance in the exploration of paths for China's 
mechanization of agriculture. It is suggested in this regard that national 
units concerned place broad strategic policies about the rural economy on 
their daily agendas, place them in a proper perspective and strengthen 
esearch and leadership. 


B. Formulation of appropriate policies for the protection of farm machine 
production enterprises. Excessive demands should not be placed on such 
enterprises to stress only social benefits to the exclusion of economic 
benefits. So long as farm machine enterprises improve management and increase 
product quality and economic benefits, appropriate adjustments should be made 
in product prices and profit rates to bring them into overall balance with 
those that apply to civilian machines. Such adjustments should apply 
particularly to production plants and farm machine repair plants that cover 
wide areas and deal with large quantities of associated farm machinery so that 
they will be able not only to survive but also to improve and develop. 
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C. Further expansion of market regulation, efforts being made to increase 
economic benefits from farm mechanization and to perfect economic amd legal 
controls. Restraints on charges and prices for farm machine work should be 
gradually lifted within the framework of overall controls to increase 
enthusiasm for using machines to do farm work. 


Acceleration of the drawing up of rules and regulations, assigning priority 
particularly to the evaluation and approval of farm machine products, quality 
inspection and control and supervision of operating safety. 


D. Institution of policies for “using industry to assist agriculture," and 
"using industry to build agriculture." In order to encourage cooperative 
economic organizations in rural areas to rely on their own accumulations to 
carry out mechanization, the state should permit the earmarking of pre-tax 
funds in “using industry to build agriculture." Rural water conservancy 
stations and farm machinery stations that operate enterprises “should also be 
given preferential treatment in loans and taxes. Taxes should also be reduced 
for farm machine households in order to provide a fine work environment. 


E. The state should also suitably increase investment in farm mechanization to 
maintain reserve strength for the development of farm mechanization. The state 
should set aside special funds to support research, development, and 
production of new machines and implements. Simultaneous with readjustments in 
the prices of farm machines, new subsidy policies should be implemented; 
priority should be given to agriculture in the supply of steel, electric power 
and diesel fuel covered by state plan; and provision should be made for the 
technical transformation of irrigation and drainage stations and for the 
scrapping and replacement of farm machines and implemerts. 
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AGRICULTURE 


BRIEFS 


SHANXI FARM PROBLEMS--At present, Shanxi Province faces tour serious 
agricultural problems: 1) Cultivated area has declined. Comparing 1978 
with 1986, there has been a net decrease of 2,870,000 mi. 2) The area of 
mechanized plowing has decreased. In 1986 the area of mechanized plowing 
decreased 900,000 mu. 3) Investments in production have declined. In 
1986, the per capita peasant investment decreased 12.1 yuan over 1985. 
4) The supply of production materials does not meet demand. Over the 
past few years the supply of chemical fertilizer, diesel fuel and other 
production materials has not met the peasant needs. [Excerpts] [Taiyuan 
SHANXI NONGMIN in Chinese 14 Mar 87 p 1] 


SHAANXI FERTILIZER OUTPUT--According to statistics, in January fertilizer 
enterprises in Shaanxi Province produced 89,764 tons of ammoniun 
carbonate, 8,122 tons of urea, 10,127 tons of potassium nitrate, and 
3,234 tons of phosphate fertilizer, increases of 24 percent, 10.6 
percent, 11 percent and 45.2 percent, respectively over the same period 
last year. (eecerpt! [Xi'an SHAANXI RIBAO in Chinese 8 Feb 87 p 1] 


SHANDONG COTTON AREA--Shandong Province will sow 18 million m to cotton 
in 1987, an increase of nearly 3 million m over 1986, and will strive 
for a gross output of 22 million dan. As of the end of 1986, the 
17,740,000 dan of cotton procured had been sold; 8,020,000 dan were 
transferred to other provinces; 5.5 million dan were used by the Shandong 
textile industry, and 3,730,000 dan were exported. [Text] [Beijing 
NONGMIN RIBAO in Chinese 19 Mar 87 p 2] 


GUIZHOU ANIMAL HVUSBANDRY--According to statistics, the output value of 
animal husbandry in Guizhou Province as of the end of 1986 was 1.59 
billion yuan, a 12.8 percent increase over 1985. Gross output of pork, 
beef, mutton, chicken, and rabbit was 543,000 tons, a 7.6 percent 
increase over 1985. Per capita consumption of meat in the province was 
18.5 kilograms. [Ex.-erpt] [Beijing NONGMIN RIBAO in Chinese 9 Mar 87 p 1] 
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CONSTRUCTION 


BRIEFS 


NEW COAL TERMINAL--Guangzhou, 22 Mar (XINHUA)--A coa!. terminal with an annual 
handling capacity of 6.47 million tons was officially -ut to use today at 
Huangpu Port near Guangzhou, capital of south China's Guar;doug Province. 

The Xiji terminal, built with a World Bank loan of U.S. $39 million, has two 
deep water berths for 3,500 dwt ships. It is equipped with automatic ioading 
and unloading facilities. Construction of the terminal began in August 1982. 
[Text] [Beijing XINHUA in English 1259 GMT 22 MAR 87 OW] /9738 
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TRANSPORTATION 


COMMUNICATIONS MINISTER DISCUSSES PROGRESS IN 1986 
HK290422 Hong Kong ZHONGGUO XINWEN SHE in Chinese 0912 GMT 27 Mar 87 


[Report by reporters Zhu Daqiang [2612 1129 1730] and Gu Fangdong [7357 2455 
2639]: “Construction an. Management of China's Communications Are Pro- 
gressing Successfully" ] 


[Text] Beijing, 27 Mar (ZHONGGUO XINWEN SHE)--Communications Minister Qian 
Yongchang said today: 1986 was a year in which China made the largest amount 
of investment in communications constructioa, launched the largest number of 
communications projects, completed the largest amount of communications work, 
and achieved the best quality, highest speed, and most beneficial results of 
communications work. 


Qian Yongchang said this at a national meeting of departmental and bureau 
chiefs under the national communications system held in Beijing. 


In his summing-up speech, Qian Yongchang said: Last year, Ch.na fulfilled all 
its 1986 plans and tasks for promoting major communications construction 
projects. Last year, the country completed the building of 15 deep-water 
berths and 6 intermediate berths, with the handling capacity of berths ;:rowing 
by 27 million tons; achieved an additional handling capacity of 6.2 million 
tons through harbor technological transformation and the adoption of new 
lighterage measures; transformed more than 520 km of inland river courses; 
comprehensively launched the project to build 10 intermediate berths for 
foreign trade purposes in key harbors along the banks of the Changjiang and 
the Guiping shipping control project in Xijiang; and the projects to build 
channels and locks along the Beijing-Hangzhou canal and the project for 
channelling Qiantangj’ang progressed quickly. Last year, China's newly- 

built highways totaled 20,000 km, its newly-rebuilt highways totaled 15,000 
km, and its newly-built bridges numbered over 3,000. Of the newly built and 
newly rebuilt highways, grade-l and grade-2 highways totaled over 2,500 km, 
thus topping the highest level in history. 


The 31 major scientific and technological research projects in the field of 
communications construction that were listed in the Seventh 5-year Plan have 
already been comprehensively launched. Of the 184 scientific and technological 
tasks listed in the Seventh 5-year Plan, relevant contracts for over half of 
these were signed before the end of last year. 
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Of the 15 coastal ports directly under the Ministry of Communications, Tianjin, 
Dabian, Shanghai, Huangpu, Yantai, Qingdao, Lianyungang, and Nantong have 
already been transferred to the local city authorities for the implementation 
of the management system of “dual leadership with the emphasis on city leader- 
ship." In addition, enterprises directiy under the Ministry of Communications 
have also been gradually transferred to lower administrative levels for the 
purpose of expanding the decision-making powers of enterprises. These are some 
of the important contents of the reform the Communications Ministry's manage- 
ment system. 


Over the past few years, China's communications and transportation industries 
have continuously promoted the policy of “encouraging competition among 
different operators.” The total number of vehicles owned by individual and 
joint households specialized in transportation has now reached 300,000, 
surpassing the total number of specialized transport vehicles owned by 
departments of communications. The total number of registered boats and ships 
under individual ownership reached 240,000 totaling 3.2 million tons, which 
accounts for half of the inland water transport boats and ships under col- 
lective ownership. Seventy-nine enterprises in coastal cities and provinces 
are engaged in oceangoing transport business. All types of transport forces 
are interdependent and have been making joint efforts to develop transport 
services, thus alleviating the shortage of transport services to some extent. 
At tue same time, the Ministry of Communications has abolished restrictions 
on trans-provincial and trans-regional transportation, thus promoting the 
development of combined transport services. Twenty-six provinces, cities, 
and autonomous regions in China have now established more than 250 combined 
transport companics. 


Last year, the Ministry of Communications drew up 23 types of laws and 
regulations. Of these, the “Detailed Rules and Regulations Regarding 
Contracts for Highway Cargo Services” and twe other types of laws and 
regulations have been promulgated and put into operation. The “highway law,” 
the “maritime law,” the “harbor law," and 17 other types of laws and regula- 
tions have either been submitted for examination and approval by the State 
Council or are currently being drafted. All provinces, autonomous regions, 
and municipalities directly under the central government have promulgated 
some local communications laws and regulations, thus strengthening the manage- 
ment functions of departments of communications at all levels. 


The reporters have learned that the meeting's main topic for discussion is 
to study new ways for further improving the communicaions management system 
and for reinvigorating enterprises. 


/9738 
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